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Dangerous Corner 


HOSE who last week were downcast by the Chinese Communists’ 
rejection of the United Nations’ cease-fire proposals have had 
an ample demonstration this week of how infinitely more dangerous 
than truculence can be the shadow of a smile on the face of the 
aggressor. For some reason—either a tardy recognition of how much 
more mischief they could make by saying Perhaps than by growling No, 
or perhaps from a less sanguine view of their military chances in 
Korea—the Peking Communists added a postscript to their earlier 
reply which appeared to promise the ghost of a chance of agreement 
to a limited cease-fire. At once everything at the United Nations was 
once more in confusion. It is not as if the Chinese postscript held 
out any real hope of ending the Korean affair. Even for the cease- 
fire conditions were set which will certainly be unacceptable to the 
United States and ought to be equally unacceptable to all who uphold 
the principle of not compounding with an aggressor. And even if a 
cease-fire were agreed “for a limited period,” it would not last, for 
Peking made it clear that it insisted on having its own complete way 
on all the points at issue. The only difference between the original 
note and the postscript was that the Communists indicated that they 
might be prepared to stop fighting before, rather than after, receiving 
their blackmailer’s pay. Nevertheless, by this faint concession, they 
have succeeded in driving a serious rift between the leading members 
of the alliance of the free nations. Indeed, for a day or two, until 
New Zealand and France restored the balance, it looked as if the 
United States might find itself isolated. The British Government’s 
contribution, in the shape of the Prime Minister’s statement on 
Tuesday, whatever its intention, in fact served rather to widen the 
rift than to close it. 


If it were possible to think only of the present state of the dispute 
in Asia, then there would be plenty of excuse for irritation with 
America. It has to be admitted that that irritation is very widespread 
indeed in this country, and that it affects circles that are normally 
staunchly pro-American. (It appeared, for example, in one of the 
bank chairmen’s speeches last week.) Emotionally, it originated 
from the feeling (shared, incidentally, by many Americans) that 
General MacArthur last autumn abused and betrayed the trust that 
the United Nations put in him. But it has been raised in pitch in 
recent weeks by dislike both of the substance of American policy 
and of the form in which it has been couched. In substance, the 
United States seems to be deliberately seeking what everyone else 
is most anxious to avoid, an extension of hostilities in the Far East. 
The American resolution, for which votes are being canvassed at Lake 
Success, not only names China as an aggressor, but calls for sanctions 
—and since military sanctions would be disastrous and economic 
sanctions ineffective, this seems to the outside world to be mere 
petulance. In form, American policy seems now to have taken the 
shape of issuing peremptory instructions to the United Nations by 
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Congressional resolution and then flying into a temper 
when they are not immediately obeyed. American 
readers of The Economist know that the United States 
has no warmer admirer in the world than this journal. 
We must ask them to take our word for it that great harm 
has been done to British confidence in America’s ability 
to Jead the free world. 


But it is the task of statesmanship to rise above the 
iritations of the moment, to keep long-term objects 
steadily in view, and to think of the further consequences 
of present actions. It is in this quality that Mr Attlee’s 
statement of Tuesday was so lamentably lacking. So 
far from correcting the false emphases of the moment, 
it seemed to be dominated by them. Those who wish 
to believe that the British Government, faced with a 
choice between India and America, has deliberately 
chosen India, will find every encouragement in the state- 
ment, That is not, of course, what Mr Attlee meant. 
But all the points that he sought to make on the one 
side were made with force and clarity (“ We must give 
all weight in this Asian dispute to the views of Asian 
countries ”), while all those on the other were muffled 
and muddled. Incredible though it is, it was only when 
Mr Churchill prompted him that the Prime Minister 
added an expression of the desirability of avoiding a 
rift with the United States, and even then he had to 
dilute it. He appeared to be trying to say that Britain 
would vote to accuse China of aggression, but not to 
impose sanctions—the obviously sensible course to take 
—but the reference was so vague that it has completely 
failed to have the effect it might have had in reassuring 
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the American people on the dependability of their allies. 
The dilemma of the British Government is indeed 4 


very painful one. But they will not get out of it by 
delay and equivocation. The need is for plain speech 


and loyal action. There is every reason for using the 


plainest possible language to the Americans—and nor 
merely to the Administration but to American public 
opinion. But when it comes to action, first things must 
come first. And incomparably the first thing for Britain 
is that the Atlantic alliance should hold fast. To base 
policy on that may, if American opinion continues head- 
strong, bring misfortunes in its train ; but to abandon 
it will bring disaster, certain, swift and complete. Amid 
all the fears and frights of this terrible world none would 
be more awful in its consequences for the British people 
than an American retreat into isolation. It is true that 
well-meaning Americans have often asserted that any 
such retreat is impossible; and perhaps the British 
Government has believed them to the extent of thinking 
that the risk can be ignored. But it cannot ; and we 
have the spectacle of a British Government blindly 
encouraging the very tendency that it ought to fear more 
than anything else. 

The only hope for peace in the world lies in the con- 
tinued partnership of America and Britain, in which also 
lies the only hope for this island of surviving if another 
war comes. The price of partnership is loyalty and 
mutual forbearance. Let us, by all means, preach that 
to the Americans. But since our interest in the partner- 
ship is even greater than theirs, now is the time to 
practise it ourselves. 


The Cease-fre Debate at Uno 


(From a Correspondent) 


Lake Success, January 22, 1952 


INCE the withdrawal of the United Nations forces 
from Bonn, opinion in the Assembly has been veer- 

ing in favour of the American view that it is necessary 
to abandon Germany altogether in order to restore peace 


' in Europe. The British delegate, Sir Gladwyn Jebb, 


has, indeed, continued to press ae o9eh oe tion of 
Russia as an aggressor, i e whole p 

of the United Nations cae be stultified if the Assembly 
refused to stigmatise the Russian invasion of West Ger- 
many as an aggression. The American delegate, Mr 
Warren Austin, however, is urging caution ; he maintains 
that hasty action would not be in the interests of peace 
and that time is needed to study the latest Russian 
counter-proposals, which should be given the most care- 
ful consideration. 


The proposal of the United Nations Political Com- 
mittee for a Cease-fire in Germany, to be followed by a 
meeting of the Council of Foreign Ministers, was 
rejected by Russia, who insisted that Russian basic terms 
for a settlement must be accepted before the victorious 
Russian volunteers could be advised to desist from their 
offensive. The Russian demand is that all foreign troops 
must be withdrawn from Germany and that the internal 
affairs of Germany must be settled by the Germans them- 
selves ; as all German politicians who have not either 
escaped across the Rhine or joined the Communists have 
now been shot, Moscow is confident that Herr Ulbricht 


will be able to handle the situation without difficulty. 
The Russians are willing to the proposal for 2 
meeting of the Council of Korcign Ministers on condition 
that representatives of Italy, Iraq and Mongolia are added 
to it and that the conference is held in Leningrad. 


The British army having suffered 50,000 casualties 
in the fighting in Germany, British public opinion is in 
a somewhat excitable mood and the Government is being 
sharply criticised by the Opposition for the ineffective- 
ness of its European policy. The Prime Minister has 
pointed out that the RAF cannot be used for bombing 
beyond the boundary of the British Zone without a dect- 
sion of the United Nations, but he has promised to do 
all he can to get the United Nations to declare Russia 
an aggressor, even though it is generally recognised that 
no sanctions are likely to be im . Opinion in well- 
informed circles in Washington, er, is that America 
must be wary of being drawn into an extension of hostili- 
ties ; it is felt that the British are liable to be headstrong 
in their reactions to events in Europe and that their old 
imperial traditions are making them unduly bellicose. 
The State Department has not yet abandoned its hope of 
detaching Russia from China, and tes any policy 
which might have the effect of driving Stalin into the 
arms of Mao. 

Senator Bebop has made an important speech at Cin- 
cinnati, in which he warned the American people against 


allowing American troops to be tied up in Europe whe? 
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there was such a serious danger of a Russo-Chinese attack 
on Alaska, Japan and the Philippines. He said it was 
very unfortunate that nobody seemed to be able to exer- 
cise any control over General Eisenhower, who had 
evidently underestimated the prospects of Russian inter- 
vention when he ee the we Setnayeioe gay beck 
cross the zonal . Eve Ol one 
: restore peace as quickly as possible, so that there should 
be no damage to the old friendship between the Russian 
and American peoples, The Russians, he declared, were 
a proud people who would not long be subservient to 
the mandarins of the Forbidden City. 


A deep impression has also been made by an address 
delivered to the Foreign Policy Association by Mr John 
K. Poffenheimer of Adriatic Exports Inc., who told his 
audience that he had been doing excellent business in 
trade from Trieste behind the Iron Curtain and that, if 
only America would do nothing to interfere with Russian 
expansion, there was no reason why this trade should not 
go on for a few years longer. He said that Communism 
in Europe could not be stopped by force, and the sooner 
Britain realised this, the better. 


The Indian Prime Minister has also given a press 
conference in Mexico opposing the idea of declaring 


New Ministries 


Le week’s rearrangement of the work of govern- 
ment departments was probably subordinate in Mr 
Attlee’s mind to the political necessity of finding a more 
forceful personality to run the Ministry of Labour. But 
the shifting of responsibility for housing and local 
government may have far-reaching effects. There has 
long been a case for breaking up the administrative 
empire which the Ministry of Health had accumulated 
not by logical design but through historical accident. 
Under Mr Bevan’s leadership, the political stresses 
implicit in the grouping of three important but diverse 
functions under one roof came to the surface. Mr Bevan 
threw himself with great energy into launching the 
housing drive and into initiating the national health 
service ; but the political kudos to be had out of trying 
to provide every citizen with free medicine and a new 
me pues blunted such sense of financial responsi- 

ty as he possessed. Having scooped up all the political 
credit that economic stri ies allowed, Mr Bevan 
leaves to his successors the awkward task of retrenching 
public expenditure on health and housing. 

Meanwhile, the late Minister of Health’s third set of 
tesponsibilities—those relating to local government—has 
been neglected. This is hardl ising, since the diffi- 
culties and the internal of local authorities have 
never been matter to attract the politician—although they 

a fascination for the more aloof statesmen (such as 
Goschen) of the nineteenth century. The health of th 
local government system is vital to the successful admini- 
Stration of is poe services, but to allot the dull 
problems of government, as well as the colourful 
‘pportunities offered by health and housing, to one 
demagogic Minister is to make sure that the former will 
be ignored. 

There is no doubt that over the last five years the 
‘tatus of local government has declined. The symptoms 
of this are not merely the transfer of certain local govern- 
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Russia an aggressor. The Russians, he said, had suffered 
great humiliations in the period before Peter the Great, 
and naturally it would take them a long time to get over 
it ; they were very sensitive to criticism and, if they were 
to be branded as-aggressors simply because they had com- 
mitted an act of aggression, it might spoil the chances of 
peaceful. negotiation. The Indian delegation in the 
Assembly has been taking a similar line with the support 
of the bloc of Asian and Arab countries. 


The latest news from Germany is that the Russians 
have crossed the Rhine on a broad front and that an 
armoured spearhead has penetrated into Aachen. The 
Political Committee of the Assembly has today voted for 
an adjournment to consider Mr Vyshinsky’s clarification 
of the Russian terms for a cease-fire. Sir Gladwyn Jebb 
strongly opposed the adjournment, declaring that the 
new Russian statement was a transparent attempt to 
divide the free world and delay the exercise of the pacific 
functions of the United Nations. Mr Warren Austin, 
however, urged that delegates must have time to consult 
their governments about the “ new situation ” and said 
that in the opinion of his Government the United 
Nations “ should not at this stage take a new and impor- 
tant decision.” 


and Old Men 


ment functions—of which responsibility for the hospitals 
is the most significant example—to boards appointed by 
the Minister. Even more destructive, in the long run, 
of the best traditions of local government is the crushing 
effect of the ever-widening range and volume of depart- 
mental controls. The original purposes of central control 
over local government were sound enough. The Govern- 
ment must require subordinate organs to conform with 
its economic plans ; it was also a perfectly, proper aim to 
make sure that ali local authorities bring their services 
up to a satisfactory, nationally-determined standard. 
The trouble is that, over the last five years, these “ mini- 
mum standards ” have been pushed up too high, so that 
local authorities have their work cut out trying to do 
what the Government requires of them—which is often 
more than is compatible with all the other demands on 
the country’s resources that the Government sponsors. 
The further result is that no scope is left (as it should be) 
for the progressive local authority to prove its efficiency 
and to experiment in new directions. The egalitarian 
philosophy of Socialism has been converted by Whitehall 
into an administrative uniformity and fussiness that has 
to be experienced to be believed. 


Not the least of the consequent evils is the growth of 
a debilitating belief among the general public that the 
“expert in Whitehall” must necessarily know best. 
The healthy influence on local administration of what 
Bentham called the “lay gent ”—typified today by 
hundreds of very ordinary and frequently ignorant local 
councillors—is being lost. The councillor cannot exer- 
cise much influence over an officer who is frequently 
himself under orders from Whitehall. The machinery 
for adjusting the working of the public services to take 
account of the wishes (and the prejudices) of the normal 
citizen is rusting over. 

Mr Bevan has also failed to solve, or even to ameliorate, 
the tricky problems of local government areas and 
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functions. It is sixty years since the present structure was 
established, and in that time the public services have 
expanded out of all recognition. The postwar needs 
of reconstruction and of a further large development of 
the social services have shown the cracks in the frame- 
work of local government. At some points it has been 
superseded, at others it is working badly. Many county 
boroughs are nursing the grievance that their urgent 
claims for boundary extensions have not been granted— 
as they cannot safely be, without some change of system. 
The Local Government Boundary Commission, set up 
in 1945, produced a skilful plan of reform. Mr Bevan’s 
only contribution has been to shelve this plan and to 
snub and then dismiss the commission. There can be 
little doubt that the public services would today be 
running better and costing less if these problems had 
been tackled at an earlier date. 


x 


The measure of Mr Bevan’s failures now becomes the 
measure of Dr Dalton’s opportunity. The new arrange- 
ments group together town and country planning, hous- 
ing, and local government in a new Ministry of Local 
Government and Planning. Its title is something of a 
misnomer. “ Ministry of Housing and Planning ” would 
be better—save that it might mislead the public into the 
belief that a new housing drive was starting. Names 
apart, the new Ministry is a more sensible combination 
than the old Ministry of Health. Under modern condi- 
tions housing has more to do with town and country 
planning than with health. The national health service 
is now matter enough for one department. Its Minister 
ceases to be a member of the Cabinet. The criticism 
of the new arrangements must be that in one sense 
heterogeneity has simply been transferred. What has 
been created for Dr Dalton is a new “ omnibus ” depart- 
ment of disturbing size. It is difficult to see why, when 
functions were being redistributed, Mr Attlee did not 
take the oppgxtunity to transfer housing, as has often 
been suggested, to the Ministry of Works. 


As it is, Dr Dalton takes under his wing a highly 
awkward set of responsibilities. If he makes good, he 
will be a much better statesman than most people have 
supposed. He will no doubt follow Mr Bevan in fighting 
hard in the Cabinet for the claims of the housing pro- 
gramme, but in practice he can hardly avoid pruning it 
to meet some of the requirements of rearmament. But 
it is not a pruning that can be made effective by simple 
cuts ; to get the best possible value out of such resources 
as are available Dr Dalton will have to reverse his pre- 
decessor’s policy at several points. It is important, how- 
ever, that these more political preoccupations should not 
crowd out the other tasks. Dr Dalton has to breathe 
new life into local government and to undo at least some 
of the damage of the last five years. This means, in the 
first place, that the new Ministry should reduce the flow 
of orders and counter-orders to local authorities, and 
should refrain from the supervision of every penny of 
local expenditure. It means, in the second place, that 
the problem of local government reform must at last be 
tackled—dquickly and with determination. These deal- 
ings with the local authorities will call for an unusual 
combination of firmness and tact on the part of the 
Minister ; and tact, unfortunately, has never been one 
of Dr Dalton’s conspicuous qualities. 


Finally, Dr Dalton now has an opportunity to restore 
the tattered fortunes of town and country planning. 


THE ECONOMIST, January 27, 195) 


Great hopes—the result of three famous reports and of 
a series of imaginative and popular plans for rebuilding 
the cities of Britain—were entertained about the possi- 
bilities of physical planning after the war. 

These hopes have been sadly falsified. The failure 
has not come from any lack of legislative powers, A 
large part of the time of the last Parliament was spent on 
three major Acts dealing with town and country plan- 

ing. The Government asked for and got extensive 
powers to control every aspect of land use. An elaborate 
administrative machinery was set up, functioning at the 
national, regional, county, sub-county, and county dis- 
trict levels. Yet all that penetrates to the private citizen 
is frustration over the difficulties of getting planning 
permission and of annoyance at being taxed for under- 
taking improvements. The positive, constructive side 
of the planning schemes remains on paper. 

There are, of course, many reasons for these dis- 
appointments, not least among them being the economic 
exigencies which have held up the whole work of recon- 
struction. It may still be premature to condemn the 
whole town planning machinery root and branch. But 
Dr Dalton will have to recapture public approval quickly, 
if wholesale condemnation is to be avoided. He has one 
new administrative advantage. As originally constituted, 
the Ministry of Town and Country Planning was a mere 
ghost of the “ central planning authority ” recommended 
in the Barlow report. In theory, it was responsible for 
the co-ordination of all forms of land use. In practice 
it was a poorly staffed and junior department, isolated 
at the periphery of public affairs. The last Minister, 
Lord Silkin, had no seat in the Cabinet. He was in the 
position of a general planning a campaign without any 
troops under his control. The senior Ministers respon- 
sible for the actual development of housing, industry, 
and transport could—and did—cock a snook at his plans. 

Dr Dalton, from his eminence in the Cabinet, is in 
a position to do better than that. The addition of hous- 
ing to his responsibilities should at least mean that the 
houses go up where the plans say they should. /t will 
take much more than this to make his Ministry a success. 
Dr Dalton is known to be an enthusiast for town and 
country planning ; but, like Mr Bevan, he loves the 
political limelight. He can be envisaged walking the 
Pennine Way, lighting a beacon on the top of Snowdon, 
and presenting a golden key to the citizens of Harlow. 
But will he have the sense and the courage to lighten the 
controls on the ordinary citizen, to amend the unpopular 
financial arrangements of the 1947 Act, and to produce 
plans that are realistic and not Utopian ? It remains 
to be seen. 
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The Weapon of Publicity 


ARLIAMENT is about to be presented with the bill 
P for Britain’s rearmament. In anticipation of the size 
of the sum to be found, a demand for economies has 
already gone out to departments. Invariably, when cuts 
are called for, the pruner’s eye lights on the government’s 
information services. They are the butt of so much un- 
informed criticism that they are a prime target, partly 
out of native distaste for publicity, but largely because 
they show so little visible return for their cost. Fingers 
can point, in the current year’s estimates, to an outlay 
of £16 million, of which about two-thirds, or 
{10.8 million, is being spent on publicity overseas. No 
matching returns can be quoted because these are either 
imponderable, or else are buried in the takings of other 
departments. The chances that overseas publicity will 
escape a cut are, therefore, small. But before this is 
administered, as a contribution to the cost of armaments, 
the role of publicity as a weapon of war and of cold war 
ought carefully to be considered. Is it logical to prune 
for rearmament purposes services which, if experience 
in the last war is anything to go by, are worth running 
as a weapon in themselves ? 


Britain’s present overseas information services are 
largely run by three bodies—the BBC, the British 
Council and the Foreign Office Information Service. 
These are served, where necessary, by two centralised 
production departments, the Central Office of Informa- 
tion and the Stationery Office. The {10.8 million already 
mentioned is divided as follows between these bodies : — 


Estimates 1950-51 


BBC Ovearseas Service ...............es« ie 
British Council ........ chases acuntailees 3,052,450 
of which Foreign Office grant ... 2,226,000 
Colonial Office grant ... 450,000 
Commonwealth _ Rela- 
tions Office grant ... 376,450 
Foreign Office information ............ 2,292,750 
Other (principally Colonial Office, 
Commonwealth Relations Office and 
Board of Frade) i550 o5i kc 791,750 
Total oN See peevenseesteseccece £ I 0,82 1,950 


The figure is large, but it must be examined with a 
sense of proportion. It is less than 1 per cent of the 
(carmament programme announced last August. Money 
comparisons are invidious because of the rising cost of 
everything from equipment and maintenance to authors’ 
and artists’ fees, paper and printing ; the large sum for 
the present year buys less, in the way of services and 
¢quipment, than did the ing figures five years 
480. Moreover, the estimates have had to meet the 
higher sterling cost of many foreign operations that fol- 
lowed from the devaluation. But, if these facts are borne 
in mind, one or two comparisons with past years are 
lluminating. For instance, the BBC in war years such as 
1943 and 1944 was ing £8,400,000 on all broad- 


spending 
bet of which 60 per cent was officially estimated to 
on behalf of the war effort,” and was buying for that 
— 750 transmitter hours for overseas broadcasting ; 
Y 400 such hours can be afforded out of its grant 
0-day. The British Council, which in the last year of 


the war was thought to be worth an allocation of 
£300,000 to spend in Turkey, is this year given 
£85,000 and with it can run only a fraction of the same 
activities. 


* 


There are often questionings about the division of 
labour between the different services. In particular, 
there has been much criticism of the arrangement 
between the Foreign Office and the British Council which 
allocates political publicity to the one and cultural 
publicity to the other, but leaves in between a wide 
no-man’s land of general subjects in which the 
former is supposed to handle the masses and the 
latter the élite. Such a division offers obvious 
scope for overlap, quarrel and trespass; but in 
cold war conditions, it offers one great advantage. It 
facilitates switches from mear-peace to mnear- war 
organisation. For whereas the British Council, with 
its long-term educative activities, yielding their 
return in habits of liking British ways and buying 
British goods, is the obvious peacetime priority, 
the Foreign Office service, with its concentration 
upon day-to-day channels of publicity, is far more 
akin to the services that are needed in near-war. The 
Council can earn peacetime dividends by promoting 
travel for the ballerina who causes North America to 
buy British frocks, or the scientist who by introducing 
British methods of anesthesia generates large and imme- 
diate orders—as happened in Italy—for British medical 
equipment. But at the other end of the scale—that is, 
in war—considerations of manpower, materials and 
transport reduce or even preclude these services at the 
same time as they heighten the need for overt and covert 
political propaganda. It follows that, in cold war condi- 
tions, the British Council still has its place, but the role 
of the political publicity expert in the Foreign Office 
and the BBC is rising in importance: for he constitutes 
the nucleus for development not only of overt propa- 
ganda to the free world, but of political warfare. 


Despite jamming, BBC transmissions to occupied 
Europe in the war served an indisputable purpose ; the 
BBC now needs to run corresponding cold war services 
not only from London to satellite Europe but from 
Singapore to satellite Asia ; its programmes to the armed 
forces overseas are important factors in sustaining morale. 
In the event of war, it must be in a position to transmit 
from home in spite of bomb damage and accident ; it 
must be insured against these risks by the possession of 
plentiful equipment. Again, the last war taught the 
lesson that publicity is a profession and that trained staff 
is not quickly come by. No opportunity for real 
economy should, of course, be missed ; but if cuts are 
to be made, they should be decided upon in full know- 
ledge that the money saving to be effected will be small 
in relation to the cost of weapons for a shooting war 
and that a big publicity organisation can give value for 
money in a cold war as in a hot. 


If cuts are to be made, the first thing to ask is whether 
the money at present spent is being well spent. Beth 
the British Council and the Central Office of Informa- 
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tion have respectively been the subject of three inquiries 
on this score. After some adjustments the Select Com- 
mittee on Estimates and the Organisation and Methods 
Division of the Treasury now seem fairly satisfied with 
the way in which they spend their funds. The Foreign 
Office Information Service will be examined in 195I. 

As for the BBC’s Overseas Service, it is rightly not 
subject to direct Treasury control. No one hears the 
whole of it and it is, therefore, subject to little or no 
independent criticism. There is a case for devising a 
better method than at present exists for checking and 
controlling a costly service. But there is no reason to 
alter the whole system that has just been endorsed by the 
Beveridge committee. 

* 


The least effective way of securing economy would be 
an all-round cheeseparing of services and sections. 
Greater saving is effected for less effort if a whole section 
of activity can be cut, either by restricting the field to 
which information is directed, or else by dimming the 
picture through the elimination of one entire medium of 
publicity. Given the shape and nature of cold war, the 
first seems the more desirable course. It might be reason- 
able to cut out certain countries altogether on the ground 
either than they cannot hear what is said, or that, in any 
event, they are likely to be on the side of the free world. 
The British Council’s work behind the iron curtain falls 
into the first category ; many services to the older Domi- 
nions and to Latin America fall into the second. To cut 
out one whole medium of publicity is a more doubtful 
venture because audiences all over the world are not 
made to a single pattern. Some are best tackled by one 
-medium, some by another. Films, for instance, are an 
expensive publicity medium (though few or none are 
now made specially for overseas); but to eliminate them 
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would be the reverse of profitable when combating the 
gospel of communism among the half-awakened peoples 
of Asia and Africa. 

It is fatally easy for established services to argue 
against cuts in their spending money as automatically as 
the preacher argues against sin. This article is not 
written with any such object in mind. But the suggestion 
can be made that, if and when the axe is brought down 
on the overseas publicity departments, it should be 
wielded not simply to save money, but in a manner that 
will serve rearmament’s purpose—that is, the purpose of 
maintaining peace through strength. Unfortunately, the 
publicity services concerned form no common front. 
Since the death of the Ministry of Information, 
they have lacked a central planning authority and 
have too seldom worked to a common directive or 
pattern. Can this now be achieved? The shape 
in which they survive the axe is a matter of concern 
to many departments besides themselves. Notably, it 
is a question of moment to the four defence depart- 
ments ; it also affects the Board of Trade. There is 
an overwhelming case for cutting them not simply on 2 
money basis of x per cent here and y per cent there, but 
to a common pattern to be determined on an interdepart- 
mental plan. Their role in cold warfare is as undeniable 
as their role in war. That their voice penetrates the iron 
curtain is proved by the trouble the Russians take to 
jam their broadcasts and to close their offices. They have 
a power of attack as well as of defence. They can be 
useful fighters against the swelling stream of Soviet pro- 
paganda to backward peoples. They can build morale 
among allies as well as sap it among adversaries. Rear- 
mament is being organised for these same purposes. 
Care must be taken not to blunt the one weapon in order 
to sharpen the other. 


John Maynard Keynes 


Lt is given to few economists to rank, as influences 
upon the thought and the events of their time, with 
the traditional types of historical “ great men ”’—the 
statesmen and conquerors, scientists, explorers and 
prophets ; to set a stamp upon their era and to justify 
the judgment “ had this man not lived, the world would 
be a different place.” It was given in the eighteenth 
century to Adam Smith, in the nineteenth to Karl Marx ; 
unmistakably, in our own day, it was given to John 
Maynard Keynes. For good or ill—and there are those 
to whom Keynes’s influence appears catastrophic—the 
world is a different place on his account ; no democratic 
Government conducts itself, in economic affairs, without 
reference to his ideas ; millions to whom his name is 
unknown and his thought incomprehensible live never- 
theless in a climate of opinion of his making. To say 
this is not to claim for him the sole credit for that panoply 
of economic concepts and precepts which is associated 
with his name ; nor is it to ascribe to the “ Keynesian ” 
system of economic thought—never yet, it must be 
remembered, tested in crisis—the qualities of final truth 
or invariable pragmatic usefulness. It is merely to 
recognise that Keynes had what his colleagues, colla- 
borators, rivals or ts had not; the power to 
bestow upon a logical argument that magnificent and 
a ee ee ee 
marche. 


In every biography of a great man there must be traced 
three main strands of inquiry: how did he come to be 
what he was, to develop his powers and to hold the ideas 
that he held ; what was the substance and the manne! 
of his achievement ; and what was his essential per- 
sonality. The second of these strands is easier to unravel 
when time has distinguished truth from error and success 
from failure ; the others grow more fragile as coni-m- 
porary memories fade or are cut off by death. Mr R. F. 
Harrod’s “ Life of John Maynard Keynes,”* while 2 
comprehensive study doing full justice to Keyness 
achievements both in theory and in practical policy, 's 
intended to present the influences which shaped his 
development, and the personality which he presented to 
those who knew him in the » while these memories 
are still accessible. It is not an ideal biography. Perhaps 
it could not be, since it would take another Keynes 0 
write with the same inwardness of the many facets of 
his character, as economist, , philosopher, 
speculator, statesman, university don and patron of the 
arts. But Mr Harrod could have been less wordy and 
more self-effacing, and his gifts do not include that 
intuitive, almost poetic, insight into the depths of motive 
and emotion which can breathe life into a lay figur. 
Nevertheless, he has written a book of profound and 


*“The Life of John Maynard Keynes.” RF. Harrod. 
Macmillan. 674 pages. 25s. r 
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fascinating interest, a lucid and richly documented 
account at once of a social climate now nearly extinct, 
of a crucial epoch in English history, of a revolution in 
economic thought, and of the complex and many-sided 
activities of a man who, even had his achievement been 
much less, would have had an almost symbolic interest 
to future generations. To read the early chapters of Mr 
Harrod’s book, describing with a wealth of quotation 
from letters and diaries the life led in the first decade of 
the century, at Eton and Cambridge, by the son of a 
professional family of moderate means, is to be trans- 
ported into a world almost unimaginable even to the 
succeeding generation of such families. The combina- 
tion of gusto and fastidiousness, of zest and detachment, 
of refinement in personal relations and disinterested pur- 
suit of abstract truth, which characterised the young 
Maynard Keynes and his circle, must even in the most 
propitious circumstances be rare ; in our own day it is 
as unlikely as an orchid in the tundra. 


® 


Mr Harrod ascribes to these early influences of home, 
school, university, and the friendships which grew out 
of them, much that was characteristic in Keynes’s 
thought and in his attitude to, and activity in, practical 
policy. He denies with emphasis that Keynes was incon- 
sistent. The snipe-like changes of direction can be 
otherwise accounted for—by Keynes’s quick readiness 
to see that circumstances had changed, making necessary 
a new emphasis or a new slant ; by his realistic willing- 
ness to accept, and work for, the second best when the 
best was manifestly im icable ; and, above all, by 
the intellectual morality imbibed at Cambridge, when the 
unforgivable intellectual sin was to “identify oneself 
with a formula, an opinion, a theory, on which dis- 
passionate debate showed that there could be an improve- 
ment.” One might in addition surmise, though Mr 
Harrod does not, that there also survived throughout 
Keynes’s life a certain unregenerate desire, very typical 
of the consciously brilliant member of a consciously 
brilliant set, to épater le bourgeois. He could never be 
moderate, and was often not even courteous, in con- 
troversy, and he must have been responsible for more 
inferiority complexes among those with whom he came 
into contact than anyone else in his generation. 


These habits made him seem more erratic than he 
was. Mr Harrod traces the consistent trajectory of 
Keynes’s intellectual journey and unreservedly endorses 
Keynes’s analysis and conclusion. They have their limi- 
tations ; they display the essential connections existing 
at a moment of time, and in given conditions, between 
Various economic magnitudes, but not the dynamic laws 
governing change in those conditions themselves. They 
require supplementing ; they may, since there is no 
finality in science, require emendation. But all further 
progress, Mr Harrod implies, must go on from where 


Keynes left off—there can be no reversal or destruction 
his achievement. 


In a sense this is unquestionable. The study of 
“conomic aggregates has taken its place in the centre of 
‘conomic science, and can never again be pushed away 
gr periphery where pre-Keynesian economists left it ; 

€ intellectual tools which Keynes forged or burnished 


for that study are no more likely to be dispensed with 
» for instance, the marginal analysis that Alfred 
carried to perfection in the study of particular 
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values in equilibrium. Nor is policy likely ever again to 
be based on pre-Keynesian assumptions about the rela- 
tion of interest rates to the volume of savings or on the 

Treasury view” of public investment which Keynes 
vainly combated in 1929. One does not undiscover 
America. 


* 


It is, none the less, dangerous to rely confidently on 
Keynesian economics as a guide to practical policy. This 
danger derives not only from the essentially static nature 
of Keynes’s analysis but from something deeper—from 
the very readiness to change, adapt, reformulate, which 
was part of Keynes’s strength. Whatever he wrote, said, 
and advocated was always, as Mr Harrod makes clear, 
related _to current conditions and circumstances, its 
emphasis coloured by the needs of the moment. There 
is a lesson in his reported answer, at a Liberal Party 
election meeting in 1929, to 2 questioner who asked him 
how he reconciled his present support of Lloyd George 
with the devastating personal attack upon him in the 
“Economic Consequences of the Peace.” “ The differ- 
ence between me and som: other people,” Keynes replied 
amid applause, “is that I oppose Lloyd George when 
he is wrong and support him when he is right.” 


The difficulty was that he always assumed a similar 
adaptability on the part of his disciples and converts— 
and almost always in vain. To adapt his own famous 
phrase about Wilson, it was harder to de-bamboozle them 
than to bamboozle them in the first place. Few of the 
Keynesians—or of any other set of humbler mortals— 
have a readiness equal to his own to change their minds, 
to reverse their practical policies, to shift the emphasis 
of their aims, as circumstances demand. His influence, 
even more by its nature than by its magnitude, was such 
as could safely be wielded only by an immortal who 
would always be there to correct himself when necessary. 


This is the truer since so much of his doctrine had a 
powerful appeal to two pernicious types of mind—the 
illiberal and the irresponsible. He demonstrated a dis- 
harmony between private and social interests in the field 
of money and credit and announced “ the end of laisser 
faire ”’—and is consequently cited by all who relish the 
diminution of other people’s liberty. He looked forward 
in the 1930s to the “ euthanasia of the rentier ”—and 
his name is inscribed on the banners of class war. He 
advocated the use of budget deficits in depression—and 
his old Cambridge friend “ Daddy” Dalton scattered 
to the winds, in a few months of roaring boom, the 
American credits which he literally gave his life to win 
for Britain. He worked all through his life, not perhaps 
without errors of judgment, but with unfailing intensity, 
for a rationally integrated system of international 
economic relations—and his authority is invoked for 
manoeuvres worthy of Dr Schacht. One can discern at 
least a dawning recognition of such dangers in the reveal- 
ing letter which he wrote, in June, 1944, to his old adver- 

, Professor F. A. Hayek, after reading the latter’s 
“Road to Serfdom,” (“a grand book . . . morally and 
philosophically I find myself in agreement with virtually 
the whole of it, and not only in agreement with it but in a 
deeply moved agreement.”) He did not accept all Pro- 
fessor Hayek’s economic dicta ; he believed him over- 
pessimistic ; he maintained that his policy would lead to 
disillusion and breakdown; but he underlined the 
danger of planning carried out in the wrong spirit— 








a e 


Mae eh ge 


184 


“ dangerous acts,” he wrote, “can be done safely in a 
community which thinks and feels rightly, which would 
be the way to hell if they were executed by those who 
think and feel wrongly.” 

The way to hell is proverbially paved with good inten- 
tions, and Keynes’s critics might argue that his life and 
work are to be judged, not by the objectives he set him- 
self, but by the actual effect on events of his teaching. 
His intentions are not in doubt. All through his life, 
Keynes was a Liberal, and he saw as his self-conscious 
task the creation of a twentieth-century liberalism, 
pursuing by new techniques the old aim of human 
freedom. But the outcome, certainly up to the 
present, has been very different. The postwar world 
is plagued by chronic inflation, by an excess of the wrong 
sort of planning and by an aversion from thrift. In all 
these things, which add up to a New Illiberalism rather 
than a New Liberalism, the influence of Keynesian doc- 
trines can be seen. It was he who provided for the pre- 
war world a philosophic defence of inflation ; it was he 
who preached the necessity and the possibility of assert- 
ing collective control over economic events ; it was he 
who pointed out the evils of over-saving. 


These charges can, of course, be exaggerated. There 
would, in any case, have been inflation and regulation in 
the wake of war. But would cheap money have been 
driven so foolishly far if he had not consistently “ talked 
down ” the rate of interest ? And would “ full employ- 
ment ” ever have become such an exclusive tyrant if the 
inventor of the phrase had not convinced a whole genera- 
tion that it could be achieved not only easily but without 
any real cost ? Unfortunately, all through his life Keynes 
took such pleasure in knocking down what may be called, 
in Kipling’s words, “the Gods of the Copybook Head- 
ings,” the old proverbial economic wisdom which taught 


NOTES OF 


“Who Will Speak for England 2?” 


After a recess of thirty-nine days, during which the 
whole balance of the international situation has altered 
beyond recognition, the members of Parliament reassembled 
to find the Government in the grip of nervous paralysis. 
Since Christmas General Eisenhower has visited London, 
and a new defence programme has been in course of prepara- 
tion which will demand considerable sacrifices of the British 
people. At Lake Success a divergence has arisen between the 
British and the American view on policy towards China 
which will do increasing harm to the Anglo-American 
alliance with every day that it goes unresolved. Yet the 
Government not only refused to suspend the programme 
of entirely trivial legislation fixed for this week, but appeared 
quite unaware that defence and foreign policy are now the 
only questions worthy of parliamentary debate. 


The Prime Minister’s statement on Tuesday was merely 
an attempt to convince himself and the House that the act 
of recognising that Britain is pulled two ways by its com- 
mitments to the United States and by its ties with the Com- 
monwealth is the same as a positive policy, making either 
a choice or a reconciliation between two opposites. But it was 
in Mr Aneurin Bevan’s arrogant dismissal of a question on 
the Class Z reservists that the Government’s leadership 
touched bottom. The officially-inspired rumours of a partial 
call-up have created great alarm in the country. The 
Government’s deliberate procrastination in announcing the 
programme increases alarm—probably quite needlessly 
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that a penny saved is a penny earned, that you cannot 
eat your cake and have it too, even (so the rentier faced 
with “ euthanasia” might feel) that honesty is the best 
policy. It would have taken a Keynes to put them back 
upon their pedestals when they were needed—and when 
that time came (and it was not in a very long run, cither) 
Keynes was dead. 


That is the real answer to the charges against him. 
Fortunate in almost everything else he touched, Keynes 
was supremely unfortunate in the moment of his 
death. 


Those who knew him, or who really understand his 
work, have no doubts about the side on which his voice 
would have been heard in these years. As always, he 
would have been for liberty and commonsense, for 
realism charged with humanity. There are plenty of 
proofs of that in his books. His economic analysis did 
not arrive automatically at inflationary conclusions ; it 
is a two-way street ; and as Mr Harrod proves by extracts 
from his pamphlet “‘ How to, Pay for the War,” he could 
use it to counter rampant inflation as well as chronic 
deflation. He never liked planning in the sense of com- 
plete governmental control ; he invented the term “ pur- 
posive direction” to make the distinction clear, and 
another of his lapidary phrases was the need for a “ dis- 
persion of decision.” It would have been good to have 
watched him using his own peculiar weapons of scorn 
and realism on the emotional nonsense that passes for 
policy today. But he died too soon, and the inheritance 
is disputed. If the new liberalism, using all the 
Keynesian techniques in the service of the old liberal 
aims, still remains to be constructed—if, indeed, the 
struggle for it has to be started from further back— 
that is more the misfortune than the fault of Maynard 
Keynes. 


THE WEEK 


—and destroys public confidence in the Government. If 
the Government wishes to prejudice public opinion, not 
only against itself, but against the whole defence programme, 
this is the way to do it. The delay in announcing the 
defence programme is all the more striking since Mr 
Shinwell, in an interview with the London correspondent 
of the New York Times, on January 16th, gave what 
appears to be a résumé of the programme which he will 
eventually present to Parliament. 


Clearly the inertness and nervousness of the whole Govern- 
ment are not merely the result of exhaustion. In the first 
place, there is a great deal of knife-sharpening within the 
ae oeaee of the OTeENNRe as Mr Bevin’s grave 
iliness makes it inescapably necessary to appoint a successor. 
Secondly, there is the perhonant debate wikia the Labour 
Party to which the Anglo-American difference over China 
has acted as a violent catalyst. The extreme left, the paci- 
fists, the fellow-travellers or merely the congenital anti- 
Americans, can point to the public reaction over Class Z 
to prove that they are no longer a lunatic fringe but repre- 
sent a substantial body of opinion. If they revolted they are 
sufficiently numerous to it impossible for the Govern- 
ment to carry on without Tory support, which the Tones 
might very reasonably refuse to give. Mr Attlee himself 
has specifically ruled out the ity of a coalition, and 
presumably also any other form of broadening the base of 
his administration. That leaves him with only one altern2- 


tive to carrying on with his exhausted and badly 


demoralised team. Faced with an outbreak of “ neutralism ” 
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his supporters in Parliament and the country, and 
qe cnn defection of moderate opinion to the 
Tories, Mr Attlee may decide that the only possible course 
is to throw down the reins and leave the future to the 
decision of a general election. 


* bs * 


Breaking the Country’s Back 


The urgency of the need for further Government 
changes has been forcibly demonstrated by Mr Strachey, who 
in one thing is remarkably consistent. He continually makes 
it plainer that by temperament he is quite unsuited to control 
the War Office. In a speech last week-end he pushed to the 
extremes of absurdity the doctrine that the needs of defence 
should be subordinated to some undefined standard of 
economic well-being. By that test, “it would have been 
foolish to build up armaments before now.” 


Such a refusal of normal hind-sight is also, by any normal 
logic, a complete rejection of the Government’s present 
policy. The basis of that policy is the belief that the western 
powers are in danger because they are too weak to deter 
aggression. If there is now any hope of preserving peace by 
strength, then plainly the west should have been stronger 
earlier and the present crisis would be less acute. There are 
reasonable, if distressingly familiar, excuses for the unpre- 
paredness of the democracies: Russian aggressiveness was 
under-estimated. But to maintain that the past policy was 
right, even as things have turned out, is to say that the 
present policy is wrong. 

Mr Strachey himself obviously fears that the consistency 
of his two positions is not apparent. But his attempt to 
reconcile them seems to amount to little more than a con- 
tention that Britain can rearm now because the Korean crisis 
has marvellously coincided with a great improvement in 
economic capacity. This is nonsense. Everyone would agree 
that “it is neither right nor wise to break your country 
economically in order to pile up armaments ” ; that is also, 
by definition, an ineffective defence policy. What is signifi- 
cant is that Mr Strachey is so ready to apply to defence the 
truism—that quarts cannot be extracted from pint pots— 
which is ignored when any left-wing scheme for quick social 
betterment is under discussion. Plainly the British standard 
of living in the last three years has not been so low that any 
squeeze for the sake of armaments would have been more 
dangerous than the present threat to the free world. What 
Mr Strachey really means is not that defence. expenditure 
must be kept within the limits of the country’s physical 
capacity, but that it should not be allowed to “ break the back 
of this Government,” to “ break up the work we have already 
done.” In a minority of Labour politicians this attitude is 
historically understandable ; but it is intolerable that one 
whose views are so out of touch with the country’s present 
needs should be Secretary of State for War. 


* * ® 


french Hopes on Germany 


The visit of the French Prime Minister to Washington 
nxt Monday and the latest inquiries in Moscow about 
atanging a Foreign Ministers’ conference are closely con- 
nected events. For M. Pleven is as concerned to present 
‘0 President Truman his government’s view on Germany— 
and other world problems—as Mr Attlee was last month to 
rm the British view on China. French official opinion 
’S moved rapidly towards the idea of a modus vivendi 
eis the powers in Germany, an “ agreement to distrust.” 
'S would take the form of working towards unity in an 
“cupied Germany along the lines that have proved not un- 


—— in Austria. That, at least, is what M. Schuman, 
French Foreign Minister, implied in a speech to the 
. commuttee of his party on January 15th. He 
Seested guardedly that four power talks might produce a 
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unified and neutralised Germany ; but that would still “ be a 
long way from the evacuation of Germany.” Where, he 
seemed to ask, could American troops be stationed in Europe, 
if not in Germany ? That is, indeed, the crucial question. 


The aim of the French, quite clearly, is to remove what they 
consider to be—in Moscow’s eyes—the main obstacle to such 
an arrangement: the American desire for west German 
rearmament. They want to achieve this without abandoning 
(and being abandoned by) General Eisenhower and Atlantic 
defence. The calculation is that they could get in return 
Soviet agreement to reduction of the Communist SS in 
Eastern Germany—the Bereitschaften. 


To talk aloud about one’s hand before the game begins is 
hardly in the diplomatic tradition of Talleyrand and 
Richelieu ; but as diplomatic secrets are kept no better in 
Washington than in Paris, it is perhaps as well that its play 
should be discussed beforehand—provided it is made clear 
beyond doubt, as it can be, that there is no intention of 
retreating from the conditions for German unity recently 
stated by Dr Adenauer with the support of all parties in 
Western Germany. 

. . . 


Europe’s Own Army ? 


Washington will expect to learn from M. Pleven more 
about his proposal for a military counterpart to the Schuman 
Plan. It looked at one time as if French Ministers were 
waiting for American reaction to the results of General Eisen- 
hower’s survey of Europe’s defence possibilities before 
making their next move. But on Wednesday they decided to 
call a conference early next month, to which members either 
of Nato or the Council of Europe are to be invited. By that 
time more should be known of the progress made—it is 
unlikely to be impressive—in the talks on German defence 
now proceeding at the Petersberg between Dr Adenauer’s 
advisers and the Allied High Commission. In the purely 
technical discussions of military experts that the French 
have in mind, a delegation from Bonn would negotiate as 
equals about a German contingent in a European force. As 
the declared intention of the Atlantic Council is to form an 
“integrated force” under General Eisenhower, the Ameri- 
cans will want to know—as does everybody—whether the 
French have changed their military policy or are simply 
keeping several balls in the air at once, as is their wont. 


The French reason as follows. If the Americans discover 
that Germany may not so easily be rearmed nationally, and 
under their auspices, and if Congress should still insist on 
a German contribution, the French will be in a position, 
with increased American support, to proceed with the 
Pleven plan as a regional basis for European rearmament 
within Atlantic defence. Good Europeans—the argument 
would run—will fight for their own countries only on this 
basis ; therefore let American defence in Europe be built on 
this secure foundation. 


Most Frenchmen feel keenly that any German rearmament 
—whether on the American or Pleven patterns—is a risky 
business. For a Moscow which views any effective form 
of European defence as a capitalist threat to its own security 
will not be greatly comforted by the absorption of Germany 
in a European army, which Germans would in any case 
probably eventually lead. The clear-minded Frenchman 
admits this inevitable risk, but he opts for the Pleven plan as 
conforming to his own European ideals, and rejects the more 
“ national” American plan for arming Germany, which 
does not. 


One influential section of French official opinion wants to 
establish a Third Force in Europe which would in fact be 
a force, with an effective army, and would not come directly 
under General Eisenhower. They do not envisage that this 
bloc would be neutral, but it would act as a moderating 
influence should the United States show signs of getting 
involved in war with Russia on grounds which Paris thought 
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insufficient. Equally, it is thought, the Germans if linked 
with Paris would be less likely to create a casus belli over 
the Oder-Neisse line than they would if allied directly to 
Washington. Stalin would realise that European opinion 
is extremely averse to war, and would, therefore, not be 
moved to launch a preventive attack. The best that can 
be said for this thinking is that it is as evasive as the flight 
of a pigeon that has sighted a gun, and that it is incompatible 
with French obligations under the Atlantic Pact. 


* x * 


Nehru the Mediator 


Slowly and painfully Mr Nehru is rehabilitating the 
word “appeasement.” To the Commonwealth he recom- 
mends patience with China, to the French complete inde- 
pendence for Indo-China, to the western world a change of 
attitude and a cutting of losses in Asia. By many he is 
already hailed as the new Smuts—with the spirit of Gandhi. 
By others he is narrowly watched as a politician adroit 
enough to lead the Commonwealth simultaneously towards 
conciliation in China and away from it in Kashmir, Com- 
batants in the cold war turn enviously to this man who seems 
to bring detachment and dignity to the consideration of their 
problems. Before a myth is created, which might lead to a 
premature rally of all the forces of neutralism behind Mr 
Nehru, it would be wise to ponder on the source of his present 
influence. 


First there is the power of his single-mindedness. Euro- 
peans tend to overlook the fact that the statesman is working 
all the time for what he believes to be the safety and interest 
of India. He sees safety in being charitable to the Soviet 
Union and China, and interest in good relations with the 
rich and compliant west. He is as conservative and distrustful 
of ideological policies as was Castlereagh. Then there is the 
politician’s appeal to western consciences. He plays cunningly 
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on the theme of “ effete colonialism ”—as if it were stil] ‘ 
major factor. Then there is the shrewd refusal to talk in 
the strategic, geopolitical terms into which events have forced 
so much of the free world’s thought and talk. He gives the 
impression of riding serenely on the Asian upsurge. Nobody 
in fact, keeps cooler in the cold war. r 


It is still not proven that Mr Nehru’s diagnosis of Asis 
is correct ; even if it should turn out to be it does not follow 
that his treatment is the right one. He may of course enjoy 
beginners’ luck, but that will depend on how difficult Stalin 
and Mao Tse-tung make things for him. So far the effec 
of his intervention—doubtless unintentional—has been to 
hamstring the executive action of Uno by individual diplo- 
macy, and to put American relations with this country in 
jeopardy. He would add greatly to his reputation for wisdom 
and impartiality if he could—while still Prime Minister of 
India—prove his ability to exercise a similar moderating 
and disconcerting influence in Moscow and Peking. 


* * * 


The Lost Beef of Old England 


The Anglo-Argentine meat negotiations last week broke 
down yet again. For the British housewife the disappoint- 
ment was sharper than usual, since the chances of agreement 
had seemed to be somewhat greater. Argentina had scaled 
down its original demands by 14 per cent, to an average 
price of £120 a ton, but the Ministry of Food refused to offer 
more than an average of {104 a ton, with a top price of 
£111 10s. for chilled beef. The Argentine Ambassador in 
London has flown back to Buenos Aires this week, and it 
seems that the British negotiators will have to follow him 
there if the Ministry of Food wants to resume the talks. 


There is little doubt that the negotiations will be resumed, 
for the Ministry can hardly be content to pass a life sentence 
of short rations on the British public. For their part, the 
Argentinians have some 70,000 tons of beef piled up in their 
freezing plants ; the immediate ocoupation of canning sub- 
stantial amounts of beef for the American armed services 
does not alter the fact that Argentina must look to the United 
Kingdom for its permanent market. For the time being the 
British consumer faces the dreary prospect of another four- 
penny cut in the meat ration, which was sliced down to a thin 
shilling only this month. 

The Ministry of Food is now quite literally making itsel 
a barrier between British consumers and meat for which ” 
would willingly pay higher prices. Grocers are doing g 
business in Sasa on at £5 a tin, and working-class 
housewives are buying the same hams at 2s. 6d. a quarter 
pound. The difference between this ham and Argentine bee! 
is, for the Government, that the ham is not subsidised and 1s 
of no importance in the official cost of living index. The effect 
of refusing to pay higher prices for the beef is not, of course 
to keep down the real cost of living. That has already 
increased, as housewives use the money they cannot spe? 
on rationed meat to buy instead tinned meat and high-priced 
fish. No one wants the Government to give the Argentimans 
any price they ask, but their latest offer that they ar¢ 
trying to strike a fair bargain ; and it is ridiculous tha: tht 
Ministry of Food should refuse in order that the Govett 
ment may take some pride or consolation in an artificially 
depressed cost of living index. Food supplies are being 
eee a ete icies that may have had some relevance 
to times 0} scarcity and restraint but now a 
not even effective for the narrow (and unrealistic) purpe* 
of keeping prices stable in an unstable world. 


* * * 


Controlling the Boards 


__ Mr Ralph Assheton, MP, last week revived his suge 
tion that the Public Accounts Committee, of which be used to 











&2a.5 » 


1a 


oy 
lin 


lo- 


Oke 


ent 
aled 
rage 
vffer 
: of 
r in 
d it 
him 


sugee® 
ysed t0 





THE ECONOMIST, January 27, 1951 


be chairman, should be entitled to receive reports on the 
efficiency and price policy of the nationalised industries from 
the firms responsible for auditing their accounts. The pro- 

sal is important not so much in itself as because it raises in 
direct form the basic question of the degree and nature of 
Parliamentary control of the public boards. The corporation 
was chosen as an instrument of public control precisely in 
order to avoid the effects of that direct, day-to-day Parliamen- 
tary and Ministerial supervision to which the departments are 
subject. It remains very much in doubt whether this element 
of initiative can be combined in practice with the eee 
of ultimate responsibility, through Parliament, to the public, 
aud the trickiness of the problem is most strikingly exem- 
plified in the question of financial supervision. 


The official view is that Mr Assheton’s proposal—first 
broached, and rejected, in 1949—would impair the confi- 
dential relation between the auditors and the boards and run 
counter to the principle of day-to-day autonomy in policy and 
management ; and these objections have some substance. One 
may doubt, however, whether the “ confidential relation ” is 
so outstandingly valuable as to be worth preserving 
unimpaired at the cost of depriving the Public Accounts Com- 
mittee of the guidance which the suggested reports could 
give ; nor does it seem likely that a better-informed committee 
would be more inclined to step out of its proper role, and 
trespass on the boards’ prerogatives, than one left unbriefed 
it the realities of an unmanageably complex subject. 


It is another question whether the committee, with so much 
else to occupy its attention, is really the body through which 
to exercise that minimum of long-distance Parliamentary 
supervision which is needed to prevent the corporations from 
becoming a highly undemocratic imperium in imperio. Until 
some alternative machinery is devised, however, it is better 
that the Public Accounts Committee should do its work in the 
light of whatever information is available than that, denied 
such information, it should face the choice of working in the 
dark or rejecting altogether the responsibilities that no other 
body can at present discharge. To reject Mr Assheton’s pro- 
posal should be to say that a more effective way of achieving 
the same objective must be found. 


® ® * 


Medical Certificates 


The administration of sickness benefit under the national 
insurance scheme is being severely tested, for the first time, 
by the influenza epidemic. General practitioners are also 
being put to great strain. Some people suffering from 
influenza will wish to spare their doctor unnecessary work 
by refraining from asking him to visit them. They will also 
wish to prevent the spread of influenza by refraining from 
visiting him. But their unselfishness may penalise them 
because without a doctor’s certificate they will not be able 
to claim sickness benefit. 


Early this month a statement from the Ministry of 
National Insurance gave the impression that alternative 
evidence of incapacity could be accepted. Last week, how- 
‘ver, another statement made it quite clear that this 

alternative evidence” is only intended to cover the period 
between the start of the illness and the day on which the 
Patient is seen by his doctor. A person therefore has to write 
to his insurance office as soon as he is ill if he wishes to 
obtain the full sickness benefit he is entitled to. Sooner or 
lier this letter has to be backed up by a doctor’s certificate, 
although by that time the patient’s need for medical treatment 
will probably have disappeared. 

What all this means is that in an influenza epidemic, even 
more than at other times, general practitioners are for the 
Mg part performing purely clerical duties, whether for the 

histry of National aeurace or for employers who often 
den? a medical certificate after an employee has had two 

ys illness. Another strange duty that the Ministry of 
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Fuel and Power would like to impose on them is to inspect 
a patient’s coal cellar and see that it is empty before certifying 
that a patient needs “ additional heating” for a specified 
period. If doctors are to be progressively burdened with 
such trivial tasks, which can be carried out only ai the expense 
of their true professional duties, the quality of tke service 
that the public gets for its taxes will deteriorate even more. 


* x * 


Viet Minh Held 


A flar < of courage has swept through Indo-China these 
last few weeks ; the French feel as the men of the British 
Eighth Army felt shortly after General Montgomery’s arrival 
in the western desert before the battle of El Alamein. What- 
ever the critics of General de Lattre de Tassigny may say— 
and there have always been plenty of them, especially among 
his American colleagues—he seems to have revolutionised 
the position in Viet Nam since his arrival in December. 
Admittedly he has had luck. No general can do without 
it. But he has also energy, drive, the ability to be ruthless, 
and the confidence and personality which move and inspire 
other men. As a result of this buoyant leadership, the French 
and Vietnamese forces round Hanoi have lately driven back 
several very heavy Viet Minh attacks aimed at capturing the 
city, and in a few places have carried out sharp local offen- 
sives against the enemy. The scale of all these engagements 
has been greater than at any previous period of the campaign, 
the Viet Minh attacking with 30,000 men at a time and 
using far more equipment, such as mortars and artillery, than 
they possessed even six months ago. 








The great question now is whether the French will be 
left alone to beat Ho Chi-Minh. Will the Chinese intervene 
directly as they did in Korea ? If the Indian view of Chinese 
policy is right—that China’s aims are limited to self-defence 
—then Peking may for the time being hold back, for a French 
success could diminish Communist prestige but not Chinese 
security. If this is a correct appreciation, the new regime in 
Viet Nam has got off to a good start, even though the French 
and Vietnamese still face a very serious situation. On the 
political side—which is vital—General de Lattre, in his role 
of High Commissioner, has made some sensible speeches, 
stressing French sincerity in establishing the new state of 
Viet Nam and appealing to its nationalism with promises of 
its coming greatness. This at last is the language understood 
in the East today. Whatever happens, if the pressure of the 
immediate emergency should pass, Paris will have to beware 
of slipping back into the old niggling caution. 
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Cartels and the Schuman Plan 


In Paris the discussions on the Schuman plan have 
tapidly moved forward to a crisis. After months of weari- 
some negotiation, the German delegates have made reserva- 
tions on the cartel question which are totally unacceptable to 
the French. From the outset M. Monnet, the French 
architect of the project, was determined that it should not 
be simply a whitewashed version of an international cartel. 
But most of the industrialists—particularly the Germans— 
have all along cynically assumed that this piece of window 
dressing could be managed without hard words, the cartel 
being for them a highly desirable form of industrial 
organisation. Now M. Monnet’s insistence that the German 


central coal selling agency be disbanded has forced a 
showdown. 


The French say that to retain such a monopolistic 
institution is clearly incompatible with the principle of a 
single market on a competitive basis. The Germans claim 
that the selling agency is the only body in the industry with 
the experience to handle the distribution and marketing of 
coal, the individual producers having long ago given up 
these functions. The German Miners’ Trade Union adds 
the argument that centralised selling has enabled less efficient 
and high-cost mines to sell their output and maintain 
employment. 

The fate of the plan can, in fact, only be settled between 
the Occupation Powers and the Germans. Nothing can be 
done until the reorganisation of the Ruhr under Allied Law 
27 has taken shape. The French and Dutch insist that, before 
committing themselves to a single market, they must know 
whether the Ruhr will be allowed to retain the advantages it 
had from its interlocked system of vertical trusts, by which 
the steel industry controlled most of the Ruhr’s coal. Their 
hesitation springs from the conviction that, if the Germans 
prevail, then the Ruhr steel industry will have retained the 
means by which it can avoid free competition and resort 
to the manipulations of prewar days. For example, 
combined steel-coal concerns could evade the turnover tax 
on coal sales and the parent company, in times of coal 
shortage, could gain a priority of supplies. The Allied 
authorities in Diisseldorf have come to grips with the 
question only this week. 


The Germans, before pooling their resources in the plan, 
are determined that they shall not be compelled by the 
Occupation Powers to forgo the benefits they reaped from 
this structure, (They point also to the similar advantages 
enjoyed by the French steel concerns who own their ore 
supplies.) Before the war the German steel industry owned 
approximately 56 per cent of Ruhr coal. The latest com- 
promise German proposal would liberate half of this holding, 
but the Allies—with American legal decartelisers to the fore 
—are pressing with little success for more stringent measures. 


If the Schuman plan should break down the effect on the 
French will be far reaching. M. Schuman’s project repre- 


*. sented to many a tremendous political gesture, with France 


coming more than half-way. They would regard breakdown 
as a final warning that the combination of German big 
business and militarism is beyond reason and must be faced 
as an intractable enemy. 


* * * 


De Gasperi’s Effort in Italy 


It is greatly to the credit of Signor De Gasperi that 
Italy has shown in recent months such a staunch sense of 
solidarity with the west. For the Catholic Prime Minister 
is saddled not only with enemiés to the Right and neutralists, 
but also with the most dangerous Communist Party in 
Europe. It may have suffered a slight decline in strength, 
but it still claims a card membership of 2,561,275, of whom 
one-fifth are women. It was therefore remarkable that 
General Eisenhower’s visit to Rome passed off without any 
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ugly incidents in the city. Yet “ Death to the slave driver 
Ike ” was scrawled on the walls as he passed. In the res 
of the country, where three people were killed in clashes 
with the police, the Communists failed to pull off the nation. 
wide strike which they had promised, although there js no 
question that they had done everything in their power to 
mount a serious political offensive outside parliament. They 
also failed a couple of weeks ago to prevent the Senate voting 
by 161 to 92 in favour of the government's policy of sup- 
porting the Atlantic Pact. 


It is all too easy from this quiet side of the Channel to 
forget how arduous is the job that faces a man in Signor 
De Gasperi’s position as he carries his country along in the 
western alliance. The Italian Prime Minister has not only 
the powerful arm of the Communists against him. He has 
also to overcome the lingering resentment towards the allie 
of the first war—Signor Orlando, the veteran colleague of 
Lloyd George, voted against the Atlantic Pact because of the 
“ humiliation of Italy”—and a latent isolationism, sometimes 
fanned by statements from the Vatican, which encourages 
hopes that Italy might, after all, be able to stand aside from a 
war between the Great Powers. 


Although the Italians have been slow to start production 
for rearmament until they could obtain firm American 
promises to pay a large part of the cost, they now have a 
definite programme for expanding the armed forces. The 
army is to consist of twelve infantry divisions and two 
armoured brigades, of which three divisions would be 
available as an “ initial ” contribution to a combined western 
force. Here again, Signor De Gasperi is up against dis- 
couragement, in the form of the restrictions still imposed 
by the peace treaty. If Italy is seriously required to play its 
full part in the Atlantic Pact, a more demonstrative appreciz- 
tion by the west of Rome’s efforts may soon be needed. As 
General Eisenhower no doubt found out, it would be a 
mistake to take the Italian contribution for granted. 


* * * 


The Trend of Infant Mortality 


The death rate in England and Wales for infants under 
one year fell in the third quarter of 1950 to the record low 
level of 24 per 1,000 live births, compared with 27 in the 
third quarter of 1949. For the whole of last year the rate is 
estimated at 29.8 ; it had never before fallen below 30. 

How much lower caa the rate reasonably be expected to 
fall? As the accompanying chart shows, it is the deaths in 
the first four weeks of life (the neonatal deaths) that have 
become the dominant factor in infant mortality. These were 
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mations and birth injuries, all of which are less susceptible - 


to the progress in medicine in recent years than are the 
infections, particularly bronchopneumonia, which are the 
main cause of death in the postnatal period. 

This does not mean that a further improvement in the 
neonatal death rate is i ible. The biological and medical 
committee of the Royal ssion on Population considered 
that, with higher standards of antenatal care and of obstetric 
skill, the rate ought to come down to 15 or even lower. The 
significant fact about the neonatal rate is that it does not 
show the same marked differences between the social classes 
(defined by the Registrar-General on the basis of the father’s 
occupation) as does the postnatal rate. The last year for 
which figures are available for the distribution of infant deaths 
by social classes is 1939. In that year, the biological and 
medical committee pointed out, the postnatal rate for Class I 
was 8, compared with 30 for Class V (the unskilled). In 
1948, the postnatal rate for all classes was 14. If, therefore, 
the postnatal rate for all classes could be reduced to the rate 
for Class I in 1939, and the neonatal rate to, say, 12-15, the 
total infant mortality rate ought to fall to about 20. Sweden 
achieved this in 1949. Until the achievement is equalled here, 
infant mortality cannot be regarded with complacency. 


* * * 


The Selection of Students 


A fair audit of the short-term effects of the postwar 
expansion of the universities will show a balance sheet nicely 
divided between fresh benefits and new problems. Among 
the problems one of the most important is the increased 
difficulty of selecting candidates for admission, because 
liberal awards for university training have greatly increased 
the number of applicants ; the universities must now do the 
weeding out which was formerly done, in great measure, by 
the family purse. 


The way in which many provincial universities have per- 
formed this job is trenchantly criticised by the Headmaster 
of Maidstone Grammar School, writing in the current number 
of the Universities Quarterly. Mr W. A. Claydon thinks that 
many faculties in the provinces place too much reliance on 
grades and marks in the Higher Certificate examination and 
pay too little heed to headmaster’s reports and interviews 
which might distinguish between the well crammed and the 
well educated, or between the unbalanced and the balanced. 
This criticism applies particularly to the more popular arts 
faculties, where the number of applicants has been very large. 
Often only a small proportion of borderline candidates is 
interviewed. It would be illuminating to have a record of the 
number of students who fail the final examination or never 
complete the course. The figures might shake the universities 
themselves. Even in the London School of Economics, where 
candidates have to pass a special written examination and 
very often an interview, it was recently stated* that about 
15 per cent of the students fail in their final examinations 
and 23 per cent in their intermediate examinations. Where 
selection methods are more casual, the proportion of failures 
is likely to be still higher. 

While the evidence of weakness in the universities’ methods 
of selection is strong, it must be said that Mr Claydon ignores 
one extenuating circumstance: the stiff competition for 
university places between 1945 and 1950 has led many candi- 
dates to apply to two, three, four or even five universities. 
Several of may therefore toil through a time-consuming 
selection a process for the same candidate. Such a multiplica- 
tion of effort does not ¢ universities to improve their 
methods. The schools es might ease the problem by 
discouraging pupils from spreading their applications too 
wide. The solution suggested by the Working Party on 
University Awards—a central clearing house for applicants 
—Wwas vehemently rejected by the universities ; each wants to 





*Himmelweit: British fournal of Sociology, December, 1950. 
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preserve its own criteria for selection. To some extent the 
problem is now settling itself. Except in the most popular 
science departments, the pressure for entry last October was 
greatly eased: one large history department offered places to 
60 candidates, and only 19 finally accepted. This is an 
extreme example, but certainly the number of places should 
now be nearer to the number of well-qualified candidates—if 
the universities can pick them. 


® * * 


“A Matter of Urgency ” 


The Minister of Labour’s reply to the Catering Wages 
Commission, which reported last August on the operation 
of the Catering Wages Act, can hardly be said to disentangle 
the confusion that the Act has created in the hotel industry. 
Since the commission’s report was published there has been 
much consultation with so-called representatives of both 
sides of the industry—who in fact represent only a small 
section of it—but the upshot is that the commission’s chief 
recommendations are referred back to it. 


On one point some progress has been made. The com- 
mission’s recommendations for abolishing some of the 
nonsense in the wages order for licensed establishments 
have been forwarded by the Minister to the wages board 
with the request that they should be considered and, if 
agreed, adopted before the coming holiday season. There 
is thus a good chance that the regulations that force hotel- 
keepers to lower their standards of service—for instance, 
that bank holiday work must be paid, in effect, at triple rates 
—will be modified. 


Neither the employers’ nor the trade unions’ representa- 
tives, however, agree entirely with the commission’s proposals 
for reforming the wages board machinery. These were that 














The Public Eye 


In no one point is the half-century we have just closed 
more distinguished from its predecessors than in the share 
of public attention and sympathy which the condition of 
the poorer classes has obtained. . . . We have had a Factory 
Commission, a Children’s Employment Commission, a 
Commission to inquire into the condition of those em- 
ployed in Mines and Manufactures, and a Com- 
mission to inquire into the Employment of Women 
and Children in Agriculture. We have had Inspectors of 
Mines and Inspectors of Factories appointed to watch 
over the interests of those employed, and to keep the public 
informed upon the subject. Now, though we do not 
approve of much of the rash and clumsy legislation which 
followed the reports of these various commissions, and 
though we have from time to time raised our voice against 
it, yet not only did the mere issuing of them testify to the 
earnest concern felt by the higher classes in the condition 
and comforts of their less fortunate fellow-citizens, but 
the information thus spread through the community we 
regard as an unmingled good. It is in the last degree 
desirable that everything should be laid open and that 
every man should feel that he lives and acts under the 
guardianship and inspection of the public eye. We have 
that confidence in the talent, zeal, and good feeling of our 
countrymen, that we rejoice at the mere publication and 
exposure of abuses and anomalies, satisfied that by the 
process of discussion a remedy will be found if a remedy 
exists, and that when found it will be promptly and 
courageously applied. Abuses are, for the most part, per- 
petrated only because they can be kept secret, and are 
permitted only because they are unknown ; that the world 
knows of them is generally sufficient to insure their 
cessation, 


The Economist 


January 25, 1851 



























190 


the separate board for unlicensed residential establishments 
should be abolished ; that a single board for licensed and 
unlicensed establishments should be helped in its wage 
regulations by committees for each section of the industry; 
and that, for the purpose of regulating wages, the industry 
should be divided between “ large London establishments,” 
“Jarge provincial,” and “small establishments wherever 
situate.” The commission has now been asked to consider 
the views of “ both sides ” of the industry on these proposals 
and to decide “as a matter of urgency” whether to make a 
formal recommendation under the Act that a single board 
should be set up. The establishment of committees, the 
Minister points out, cannot be undertaken without a request 
from the wages board. 


“Both sides” of the industry rejected the commission’s 
proposal for the establishment of a joint national committee 
to examine “ as a matter of urgency ” the question of tipping. 
That proposal, too, has therefore been referred back, although 
a wages code which ignores tipping is futile. Perhaps the 
best thing for the industry is that, “ as a matter of urgency,” 
the whole cumbersome and entirely inappropriate machinery 
set up by the Catering Wages Act should be scrapped, and 
a new start made in a spirit of realism. 


* * * 


National Unity in Finland ? 


The long government crisis in Finland ended last week 
when a new coalition was formed. In the new cabinet seven 
posts are held by the Agrarians, whose leader Kekkonen 
remains Premier, seven by the Social Democrats, and two by 
the Swedish People’s Party. It will receive the support in the 
Diet of the Conservatives and of the small Progressive Party. 
Thus effective unity of all except the Communists seems at 
last to have been achieved. 


Letters to 
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The most urgent need for national unity is in economic 
affairs. It has long been obvious that the continued inflation 
caused by frequent alternate rises of wages and food prices, 
could only be halted by a government which could command 
the confidence of both farmers and workers. Mr Kekkonen’s 
new programme promises stability of prices, economy in state 
expenditure, measures to improve the position of smaji 
farmers and increase the efficiency of agriculture, and greater 
activity in housing. It has been agreed that wages should be 
increased. by 5 per cent since mid-November and by a further 
5 per cent from the middle of this month. If the new govern. 
ment can overcome the distrust between town and country. 
and persuade all classes to bear part of the burden of recovery, 
it will have deserved well of the people. 4 


Unfortunately it will not be helped by its international 
situation. Moscow has left no doubt of its hostility to a 
government which would include Socialists but not Com- 
munists. Kekkonen, who has a reputation for “ appeasing ” 
the Soviet Union, rejected in December some of the Socialists’ 
candidates for ministerial office on the ground that they were 
personally distasteful to the “great neighbour.” Having 
yielded to opinion in the country and in his own party, he 
will have a difficult time. Moscow will no doubt do its best. 
through the Communist Party and the strong Communist 
minority within the trade union movement, to revive industrial 
unrest. It may also use its powers under the trade treaty to 
fix unfavourable prices for Finnish engineering exports. 


More direct intervention has hitherto been avoided largely 
because of Moscow’s reluctance to antagonise Sweden. Soviet 
pressure in the recent discussion of the status of the Aaland 
islands—strategically placed at the mouth of the Gulf of 
Finland 50 miles from Stockholm—suggests that Moscow 
now cares less for Sweden’s goodwill and may be more ready 
to cause trouble in Finland. The Finns, as so often before, 
have decided that courage is less dangerous than surrender. 


the Editor 





Planning in Germany 


Sir—The review in The Economist 
of January 6th of Mr Balogh’s valuable 
survey of economic trends in Western 
Germany seems to me to depart from 
the careful objectivity you usually main- 
tain. You admit the disastrous conse- 
quences of the economic policies pursued 
by the Bonn Government and by the 


Bi-Zonal authorities before that Govern-. 


ment took over.- After all, you could 
scarcely deny them ; they are flagrant. 
But then, instead of providing us with 
an alternative set of reasons for these 
disastrous consequences, you content 
yourself with denying Mr Balogh’s con- 
clusions under a cloud of verbiage about 
the German people’s “ unsuitability ” for 
“experiments in controlled inflation.” 
It looks to me like d-making to con- 
ceul a poverty of ment: in the last 
25 years the Germans have shown them- 
selves as “ suitable ” for economic experi- 
ment as any Other people, and, indeed, 
far more ingenious than most in devising 
and applying such experiment. 

The nasty fact, which is ably brought 
out in Mr Balogh’s paper and as ably 
concealed by your reviewer, is t@t the 
economic policies of the Bi-Zonal autho- 
rities in Frankfurt (at any rate after the 
middle of 1948), and later of the Bonn 
Government, have been inspired by a 
quite ruthless determination to restore 


the economic status quo. To “explain” 
such policies by dogmatic obiter dicta 
on the German character is not worthy 
of The Economist. 


Your reviewer seems not to have 
understood the argument about controls. 
Mr. Balogh’s thesis, unless I have mis- 
understood him, was that an economy as 
dislocated and dismantled as Germany’s 
was after 1945 could be restored to 
health only by a clearly conceived pro- 
gramme which should advance, by con- 
trolled steps, towards a high level of 
employment. No one wants to restore 
Nazi controls: what is wanted are 
democratic controls. In the case of food 
collection, for example —where the 
British and American record has been 
scandalously inefficient and misguided— 
controls were applied from the begin- 
ning. Instead of combining coercion 
with inducement—surely the essence of 
all good economic policies—British and 
American military government merely 
applied the threat of coercion. Farmers 
were told to deliver their crops ; when 
they failed, nothing but verbal violence 
was used against them—although their 
failure went side-by-side with real 
starvation in the towns. 


Lastly, it was not, as your reviewer 
asserts, “the Russian thesis” that Ger- 
many could pay reparations from current 
Production. It was also, and just as 


much, the Western thesis (see sub-para. 
(b) of Section (2) of the Yalta Protoco)). 
The later dispute with the Russians was 
never that Germany could not or should 
not pay reparations from current pro- 
duction: it was entirely a question o! 
precedence. The Russians maintained 
that the payment of reparations was 4 
primary obligation on Germany; the 
western powers (but the French only 
when it was convenient) held that repa- 
rations from current production should 
be paid by Germany only after the deficit 
in the four-zonal balance of payments 
had been made good.—Yours faithfully, 
Basi DavIDSON 
Braintree 


Traffic Police in Disguise 


Sir,—The note in The Economist 
of January 2oth will disappoint many of 
those who are anxious to reduce the 
disastrous toll of traffic deaths. In 
placing on the roads a number of police 
officers in plain clothes the chief con- 
stable of Oxfordshire has followed a p!0- 
cedure which is neither novel nor 
contrary to the spirit of the English law. 
Your suggestion that in the past the 
police have used plain-clothes officers, 
whether called detectives or not, only 
“after the crime has been committed 
is, I believe, contrary to the facts. We 


all know that when there is a public pro- 
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“J think I’d like 
a White Horse 
better than anything” 





MAXIMUM PRICES: — Bottles 33/4, 4-Bottles 17/5, 4-Bottles 9/1; 
Miniature Bottles 3/6 as fixed by the Scotch Whisky Association. 





Long before the Festival 


LONG BEFORE the Festival of Britain, long before 
the new Concert Hall and the Dome of Discovery 
arose on the South Bank, London boasted an 
amenity unique among cities—the famous Con- 
naught Rooms. Here, grouped together beneath 
a single roof, are twenty separate banqueting 
rooms, capable of accommodating anything 
from an intimate party of a dozen to a gathering 
of over a thousand guests. The excellence of its 
cuisine is proverbial: its service is quietly discreet. 
Many of our visitors from beyond the seas, 
returning to the capitals of their native lands, 
will carry with them the story of London’s 


unique institution—the Connaught Rooms. 


CONNAUGHT ROOMS 


Banqueting Rooms 





rlOTELS 


personally and independently 
recommended by 


Ashley Courtenay 


4 man he seems of cheerful yesterdays and 
confident to-morrows.” 


Thus one of my correspondents described me (ast 
week. During the last year in my visitation 
of hotels, I have the bitter and the 
sweet, and it is the latter that I can pass on to 
you for your To-morrow’ s holiday, with confidence. 
Write to me at 68, St. James's Street, London, 
S.W.1, enclosing « stamped addressed envelope 
please. 





BEMBRIDGE, LO.W. for your holiday. 
ROYAL SPITHEAD HOTEL offers comfort 
and good food. Direct access to beach. Sports. 
Family parties welcomed. Fully licensed. 
Brochure on application. 8. 0. Selwyn, resident 
Managing Director. 


BROADWAY, Wores. THE LYGON ARMS. 
Always in season, though there are many who 
feel its mellowness is enhanced on a winter's 
night—the curtains drawn, log fires, cooking in 
the best English tradition, plus a pleasantly 
warmed bedroom complete in ite comfort. 
Tel.: &. 


HAWKHURST, Kent. COLLINGWOOD 
HOUSE HOTEL. In this historic and lovely 
Georgian home, the art of gracious living is 
still practised. Warmth, unusual comfort and a 
high standard of catering will be your lot. 
For Brochure write, N. Allan-Smith Tel. : 
3350. 

Kent. HOTEL IMPERIAL. A first- 
class hotel, where every room is centrally heated, 
Enclosed, air-conditioned sun-deck. Games 
room, Billiards (full size), Ballroom. Fully 
licensed. Special week-end terms including 
Golf on own course. Furnished suites and 
flatiets available. Tel. : 67441. 


JERSEY, C.1, ST. BRELADE’S BAY HOTEL 
(ist Register). 1) brs. flight from London. 
Fiowers, sunshine and an equable climate. 
Completely sheltered, facing the sea and the 
south. Now booking for Spring. Details with 
pleasure from R. H. Colley. Tel.: St. Aubin, 1. 


MINEHEAD, Somerset. NORTHFIELD. 
Situated in 3-acres of grounds, aims at high 
standards of catering and comfort AT ANY 
TIME OF THE YEAR. Oonvalescence ? 
A Honeymoon? Or just in holiday mood? 
Exmoor, the sea, and Northfield make a happy 
combination. Tel.: 864 
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NR. NEWQUAY, Cornwall. GLENDORGAL. 
Nigel Tangye offers you the perfect holiday by 
the sea. Private steps to Atlantic surf-bathing 
and golden sands. 10-acres of private coastline 
grounds. Own farm produce; cream, milk. 
Children’s paradise; comfort and rest for 
adults, Tel. : Newquay 2949. 


SALCOMBE, S. Devon. TIDES REACH 
HOTEL. What a lovely address for a seaside 
holiday! Here, on the edge of a sandy beach, 
with boats, fishing, safe bathing and fine walka, 
are added the finishing touches of comfortable 
accommodation, good iare and ample garage 
space, Tel,: 288, 


8ST. MAWES, Cornwall, HOTEL TRESANTON 
Lovely Country House in sheltered Bay. 
Beautifully furnished, every modern conveni- 
ence, First-class cuisine; Club bar. Re-opens 
March 19th; terms from 30/- per day. Traina 
met ‘Truro. Resident Manager, A. Miles 
Humbert. Tei.: 322 


SIDMOUTH, Devon. BELMONT HOTEL. 
A.A. Appointed. A first-class luxury hotel 
noted for its excellent food, and occupying the 
finest position extending to the sea front. 
Through-coaches daily from Waterloo. Private 
Suites. Gas fires. Private bathrooms. Lift. 
Fully licensed. Tei.- Sidmouth 1261 





RAVENSCAR, 
Scarborough. 


RAVEN HALL HOTEL 


A completely self-contained, fully licensed 
holiday hotel. Heated sea-water Bathing Pool, 
%@hole Golf Course, Putting, Hard Tennis, 
Bowls, Billiards, Dancing (Orchestra)—ail free 
to residents. Riding available. Fully inclusive 
terms 35/- to 47/6d. per day, Tel. Cloughtoa 
233. 





SCARBOROUGH, 
ROYAL HOTEL 


Planning a sunny, bracing holiday this year ? 
Write Tom Laughton, Resident Director of this 
superbly situated hotel, providing excellent 
food, delightful surroundings, light music, 
dancing and comprehensive holiday amenities, 
Karly application is essential. Terms 24/- to 
39/- per day. Tel: 1046, 





VALUE . YOUR HEALTH 
Consider 
TORQUAY’S 
GRAND HOTEL 


for rest and recuperation. Bathed in sunshine, 
Write BE. Paul, General Manager. Tel.: 2234 





EXPERIENCED TRAVELLERS FLY BRITISH 


BRITISH OVERSEAS AIRWAYS CORPORATION AND BRITISH EUROPEAN AIRWAYS 


offer services to and from nearly 70 countries 





x 
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How wide 

* e 

4 yows wendlow ? 
Each of us has a window with a view of the contemporary scene. 
How wide that window is, how much of the scene it reveals, 
depend, in these days of the broadcast and printed word, on 


what the observer hears and what he reads. Chiefly, no matter 
how loud his neighbour’s radio, on what he reads. ure stu 


Pn aOP 


Let the Manchester Guardian Weekly widen your window. 
Here are the happenings of the week selected with an adult 
appreciation of what makes news. Here too is comment that 
follows an honoured tradition of editorial freedom. And here 
are intelligent and readable reviews of books, music, art 

and the theatre. Good panes for the mind’s eye to see through. 


The 
MANCHESTER GUARDIAN 


WEEKLY . 
Every Thursday, price3d. 18s. 6d ayear posted to any part of the world THE WORLD'S MASTER TYRE 


Order from your newsagent — he can supply regularly 




































1H/i0) 
Whenever Export figures are quoted there comes the 
accustomed reference to * expert British Craftsmanship’, Mr dR donee cane . 
But... have you ever stopped to ask yourself... ate ie Wooken Sem, 
“Wh Britains Craf , 
0 are Dritains Uatismen ; 
Introducing Robert Jones. With half a century's are the showmen of the vast paper and 
service behind him, he is a vatman in a paper mill. printing trades... but behind them, away from 
A swing of his wrists and a mass of fibres and water the limelight, the craftsmen work on as before. 
becomes a sheet of high quality hand-made paper. And must there not be craftsmanship at every 
A Starting point of a trade that enables stage if the finished article is to be a master- 
Britain to export increasing quantities of piece ? Monsanto think so, and they follow 
books and printed matter.* this rule in making chemicals for a long list 
But . . . does craftsmanship mean of British industries. Monsanto chemicals for 
only handcraftsmanship? Big- the paper trade are playing an increasingly 
ger, speedier and more important part in the production of better 
@ complex machines paper for Britain and the world. 


Monsanto make over 200 chemicals for use in 
industry. Of widely varying application, they all 
conform to the highest stentordeof craftsmanship 
in chemical manufacture. 





MONSANTO CHEMICALS LIMITED 
8, Waterloo Place, London, S.W.d 
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cession, such as at the opening of Parlia- 
ment, police officers in plain clothes mix 
with the crowd because it would other- 
wise be easy for the potential criminal 
to know when he was under observation. 
To talk of these plain-clothes officers as 
being “in disguise” is to introduce 
prejudice in place of argument. 

You say that the purpase of the plan 
i; “to trap offending motorists.” This 
seems to suggest that motorists will be 
encouraged to drive dangerously and will 
then be snared, for this is the ordinary 
implication of the word “trap.” It ts 
clear, however, that the primary purpose 
of the plan is not to trap motorists, but 
to stop reckless and dangerous driving. 
The other day I was driving along an 
unrestricted main road at a respectable 
pace when a following car, going at 
racing speed, cut in between me and an 
approaching lorry. I escaped death by 
not more than three feet. If that reck- 
less driver had suspected that I was a 
police officer in plain clothes would he 
have been so ready to take a chance ? 


Your suggestion that there should be 
more police motor-cyclists is a valuable 
one, but, even if their number were more 
than doubled, which is obviously im- 
practicable at the present time, they could 
not patrol more than a small part of the 
public highways.—Yours faithfully, 

ARTHUR GOODHART 

University College, Oxford 


Taxing Capital Gains 


Sir—To an American tax lawyer who 
has had some superficial experience with 
the British income tax system, the note 
that appeared in your issue of December 
16, 1950, contained much of interest but 
arrived at one conclusion which was, to 
say the least, misleading. 


As you are doubtless aware, capital 
gains in this country have been taxed 
since the beginning of the Federal in- 
come tax, but beginning with the early 
twenties they have received special 
treatment differing from that accorded 
to such periodically recurrent forms of 
income as salaries, interest and divi- 
dends. The theory of this special treat- 
ment is that, when a capital gain is 
realised, it usually represents an acces- 
sion to the taxpayer’s wealth which has 
been taking place over a long period of 
time. It is considered unfair, therefore, 
to lump this gain on top of all of the tax- 
payer’s other income so as to cause it 
to be taxed in his highest bracket in the 
year of receipt. At present, in the 
United States, this special treatment 
takes the form of an option to include 
one-half of the gain on the sale of a 
capital asset held for more than six 
months with the taxpayer’s other income 
to be taxed at the appropriate rate, or to 
‘ax the entire capital gain separately at 
a flat rate of 25 per cent. 


_ While, as your note well points out, 
It is often difficult if not impossible to 
distinguish between a true capital gain 
and a mere increase in cash, without any 
inctease in actual purchasing power 
Owing to the declining value of the cur- 
fency, there would seem to be consider- 
ible practical and political justification 
“r a capital gains tax on the American 
plan, provided that the rate does not go 


too high. It is, in a sense, a sop to 
Cerberus. 


Your note, however, poses a dilemma 
which in fact does not exist. You say 


The difficulty about it is that either 
the taxpayer is refused permission to set 
his capital losses off against his capital 
gains (which is illogical and unjust), or 
else persons who, in the ordinary sense 
of the word, are very rich can wholly 
escape taxation in years of falling prices. 

No one “can wholly escape taxation 
in years of falling prices” if the 
expedient, now in force in this country, 
is adopted of having capital losses 
deductible only against capital gains. 
No matter how great a man’s capital 
losses may be in any year, he is still tax- 
able on his other income as if such losses 
did not exist. To be strictly accurate, 
he can deduct such losses up te $1,000 
from other income, but this does not 
make a significant difference to the large 
taxpayer. 


Injustice can be p-evented, as it is 
here, by providing that the excess of 
losses over gains in any one year can be 
carried forward and used to offset gains 
of any of the next five years, any amount 
not used in the first succeeding year 
being carried forward to the second and 
so on. In this way what is taxed is in 
effect the net gain over a six-year period. 
In general this practice has given rise 
to substantial justice and has been widely 
approved in this country.—Yours 
faithfully, JoHN DANE 

Brookline, Massachusetts 


New Records in Life 
Assurance 


Sir,—In your issue of January 6th, you 
imply that there is comparability between 
new Life Assurance sums assured for 
1950 and National Savings for the same 
period. 

The comparison is misleading. The 
figure which is best compared, as a 
measure of purchasing power applied 
through the medium of Life Office 
investments to the financing of capital 
projects rather than to the purchase of 
consumer goods, is the net increase 
during the year of the Office’s funds. 
That is, the excess of their total premium 
and interest income (including that 
derived from the year’s new business) 
over claims, annuities, surrender values 
and management expenses disbursed. 
This figure is strictly comparable with 
net National Savings including accrued 
interest on deposits.—Yours faithfully, 

K. Muir McKELvey 

Glasgow, C.1 


Bank Salary Dispute 


Sir,—The factual account of the bank 
salary dispute in your issue of January 
6th has been read with interest and 
approval by many people who work in 
banks, and doubtless by others. You 
are quite right in suggesting that though 
it is disappointment with the Midland 
Bank bonus and the consequent dissolu- 
tion of that bank’s staff association which 
is attracting public attention at the 
moment, the trouble is widespread and 
deep seated. What annoys bank em- 


ployees is that they are coming to believe 


that successive waves of inflation which 
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have made them poorer have made the 
institutions they serve richer than ever 
before. 


An article in the November number of 
The Bank Officer (the organ of the 
National Union of Bank Employees: 
purported to prove that the “gros¢ 
profit” of the eleven clearing banks was 
£50 million in 1938 and £92 million in 
1949, an increase of 84 per cent, and 
there is no obvious flaw in the train of 
argument. The writer then went on to 
try to draw further inferences but 
admitted that he was badly handicapped 
by lack of reliable information. (Was 
this his fault, or was it the fault of the 
banks.) He finally arrived at the con- 
clusion that he and his fellows are now 
getting a much smaller share of a.much 
larger cake than was the case before the 
war. 


Is there any good reason why banks 
in Britain should not publish their profit 
and loss figures in detail as do American 
banks ? I submit there is none. If can- 
dour does no harm in the United States, 
does secrecy do good here? I believe 
it does harm, alike to the relationship of 
the banks to their staffs on the one hand 
and to the public on the other. The 
annual report of one of the great New 
York banks contains much detailed in- 
formation and shows the amount of 
interest received, dividends received, 
other earnings, salaries and wages paid, 
reserved for bad debts, etc. When banks 
in this country publish similar informa- 
tion, either voluntarily or because of 
legal g@ompulsion, they will be subjected 
to less ill-informed criticism, but they 
will also, I suspect, probably have to 
pay the union’s national minimum salary 
scale. 


Let no one be in doubt about it, bank 
employees are intensely loyal to their 
salt, but they are becoming increasingly 
critical of the size of the salt ration.— 
Yours faithfully, BaNnK MANAGER 


Chilled Beef from 
Argentina 


Sir—You ask in The Economist of 
January 13th if we would not all jump 
at the chance of paying extra for prime 
chilled beef. 


Yes, but suppose we could do so only 
by cutting our expenditure on tobaccc 
or beer—if, in other words, we removed 
ourselves from the subsidy-paying class 
into the subsidy-receiving class—just 
think of the catastrophic consequences to 
the Treasury ! Carrying this system of 
“fair shares” to its logical conclusion, 
is it indeed right that any of us should 
be allowed to smoke or drink at all if 
there are still some unfortunate people 
who can afford to do neither, or at best 
only sparingly ? This monstrous injus- 
tice should not be allowed to continue. 
Already I feel a twinge of moral pain 
on lighting up a cigarette and gulping 
down a pint, and I am sure I could not 
face a choice juicy steak of prime chilled 
beef (cooked to a turn, with fried onions 
and new potatoes) without anguish 
wringing my brow and tears of remorse 
running down my cheeks.—Yours faith- 
fully, ALAN SMITH 

Dundee 
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What Does « Sterling ” 
Mean? 


Sir,—A note in your issue of Decem- 
ber 2, 1950, discussed the recent Privy 
Council decision that a holder of a 
Commonwealth of Australia loan 
(formerly a Queensland loan), which was 
expressed to be repayable in “ pounds 
sterling,” must be satisfied to receive 
only Australian currency. Your note 
pointed out that “a London lender in 
1895” apparently failed to get unequi- 
vocally inscribed in the contract his right 
to be repaid, in London, in sterling. 

May I hasten to defend the Common- 
wealth from the possible implication that 
it was unfairly attempting to repay 
English holders of this loan in currency 
Jess valuable than—to coin a phrase— 
“English sterling.” It seems that the 
Commonwealth paid English holders of 
this loan both their interest and later 
their capital, in “ English sterling.” This 
should, I hope, dispose of any suggestion 
that the Commonwealth had tried to act 
unfairly to “a London lender.” The 
Commonwealth’s action may, however, 
have been unintentionally generous, 


because it was ignorant of its now ascer- 
tained legal rights. 

I must report that charity does not 
necessarily begin athome. What is good 
enough for an English holder may be 
too good for an Australian; the 
Commonwealth decided that, however it 
treated English holders, it did not have 
to treat Australians on the same footing. 
Australian holders were repaid only in— 
to coin another phrase—“Australian ster- 
ling.” In other words, though English 
and Australian lenders lent currency of 
the same value, Australians were repaid 
25 per cent less. 

What considerations of equity were 
applied by the Australian governmental 
authorities (let me say it was in 1944) in 
evolving these methods of repayment, 
one for English and another for Aus- 
tralian lenders, are still secret. It is, 
though, poor consolation to Australian 
holders to realise that, according to the 
Privy Council, the English holders were 
overpaid—for I assume that this is what 
the decision means. 

Perhaps the “London lender” was 
not so clever after all—only lucky. Aus- 
tralians were not even lucky.—Yours 
faithfully, JoHN BonyTHON 

Adelaide, Australia 
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Organised Farmers 


Sir,—The closing sentence of your 
note on “Organised Farmers,” in the 
issue of January 13th, betrays an unfo;. 
tunate state of mind. I quote: “ Senato, 
McCarthy himself gave the Wisconsin 
Farmers’ Union a c bill.” 


One can hasdly quote the Senator 3 
an infallible authority in these matters. 
and it seems doubtful that he is quoted 
for the true value of his statements. The 
only possible conclusion is that, as the 
most arrant of those who smear reputa- 
tions behind congressional immunity, ;{ 
the Senator refuses 10 attack the 
organisation, it is safe to predict that jt 
will not be denounced. The safety of 
the prediction is, however, known to lie 
not in the truth or soundness of the 
Senator’s judgments, but in the fact that 
no one likes to contradict himself. 

Whatever the Wisconsin Farmers’ 
Union may or may not be (I know 
nothing about it), it would seem prefer- 
able to make up one’s mind on criteria 
other than the fact that they are safe 
from calumny.—yYours faithfully, 


HERBERT CAHN 
Christ Church, Oxford 


Books and Publications 


La France Combattante 


Envers et contre tout. 
1942).”” 47© pages. 
pages. 585 francs, 


These volumes are a survey of the 
French contribution to the defeat of the 
Axis. M. Soustelle, an ethnologist work- 
ing in Mexico, joined General de Gaulle 
in London in June, 1940. He remained 
in the General’s Comité National as 
director of information until 1942. After 
the formation of the Algiers Committee 
he continued the co-ordination of the 
resistance until the Normandy landings. 
A large part of M. Soustelle’s admirable 
record deals with the elaboration of the 
Resistance ; with espionage, sabotage and 
the French armed forces of the interior. 
The story which has been veiled from 
the foreign reader by Communist propa- 
ganda now emerges clearly as a great 
national effort. From the first recon- 
naissances by agents landed in Brittany 
sn the autumn of 1940 to the large 


420 francs. 


By Jacques Soustelle. 
Vol. Ui. 
Robert Laffront, Paris, 


Vol. I. “* De Londres 4 Alger (1940- 
«« d’Alger a Paris (1942-1944)."" 452 


destructions and armed resistance 
synchronised with the landings of June, 
1944, the lines of development are care- 
fully drawn. 


But the supreme interest of the book 
lies in its central thesis, which transcends 
the strategic conduct of the war by the 
Allies as a military whole. General de 
Gaulle knew from the moment of the 
military collapse of 1940 that he would 
be nobody and his country nothing 
unless it could be demonstrated that 
France had never ceased to fight against 
Hitler. This was at once a juridical 
and diplomatic position and a national 
magnet to French arms. Thus the 
General maintained throughout that the 
Pétain armistice was illegal and the Etat 
Frangais, a collaborationist fraud ; that 
the Victor of Verdun had usurped the 





A Service for U.S. Clients 
A deposit account with us enables U.S. book-purchasers to save 


time and money by buying direct from Britain. Books 
in Britain, if in print, can be sent by return of post. A 


$25 


blished 
posit of 


paid into our account with the Chase National Bank, New 


Yerk City 15, allows you to take advantage of this quick, trouble- 
free service. 


The Economists’ Bookshop, 
11-12 Clements Inn Passage, London, W.C.2. 





prerogatives of the French Republic: 
and, Vichy and all its works being illegal, 
de Gaulle was to summon all Frenchmen 
to the colours of the sole valid represen- 
tative of France, himself, their de facto 
and de jure president and commander- 
and-chief until victory. 


General de Gaulle’s conviction that 
France would have no place in the vic- 
tory unless unified under himself as La 
France Combattante led him to titanic 
efforts to preserve this cohesion. In 
1942, says M. Soustelle, Mr Churchill 
was no longer able to support the 
General against Mr Roosevelt (who still 
maintained relations with Marshal 
Pétain) on account of the greater necessi- 
ties of British imperial strategy. How- 
ever this may be, the course of events 
justified the Gaullist position against the 
American President. M.  Sousielle 
gives an excellent description of the long 
fiasco of Algiers in which the Americans 
supported first Admiral Darlan_ then. 
after his assassination, General Giraud. 
In the event this intellectual and 
spiritual obstinacy did create a military 
organisation, which would have been 
destroyed by a less uncompromising 
attitude. The legend and reality of the 
appeal of June 18, 1940, was, above all, 
Quite essential to the resistance with 
France. 


In some ways the resistance of the 
interior was most important of all for 
France’s political future as the Gaullists 
had planned it. The General’s ideolc- 
gical starting-point was a vacuum let 
by the defection, as he saw it, of the 
prewar French élites. The events o 
1940 proved to him that France, in W# 
or in peace, could no longer be govern! 
by the representatives of “ the partics- 
The Republic must therefore be renewe 
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by the spontaneous introduction of a 
new constitution that would ensure the 
observance of its laws. (In 1950 de 
Gaulle’s position is still the same: 
Soustelle is moreover still his director 
of information.) Granted this premiss, 
any theoretical admission that the 
Pétain armistice might have been expe- 
dient ; any “agreement to differ” with 
the Marshal’s emissaries abroad or *in 
the French Empire would, for the 
Gaullists, have prejudiced not only the 
fighting present but the political future 
of France. Hence the General’s intran- 
sigence with the Allies who, having an 
entirely different list of priorities, not 
unnaturally found him often impossible. 
M. Soustelle’s account of British liaison 
with Carlton Gardens is often rich in 
unconscious humour. 


De Gaulle beat the Germans ; he beat 
the Americans and he beat the 
Pétainists. He gave the lie to Mr 
Churchill’s occasional doubts of his 
authenticity. (“After all, are you 
France ?” asked the Prime Minister in 
a bleak interview at a black moment. 
“If I am not, why do you deal with 
me?” came the reply.) Nevertheless 
he was beaten in the end by the old Third 
Republican political parties which, if 
unworthy survivors, were yet not in the 
least dead. The Communists, with their 
flair for the exploitation of the worst 
and the corruption of the best, stole 
much of the Gaullist glory in the post- 
war apathy. But, beyond them, the 
renovation so much spoken of at Carlton 
Gardens did not prevail against the 
natural diversity, disharmony and 
regionalism of the French people. In a 
sense de Gaulle fell between two stools. 
Having staked all on a united France, 
“pure et dure” he fanned the revolt 
against the past élites to a degree suffi- 
cient to discredit individuals but not to 
displace the system to which they were 
appropriate, 


The Severed Nation 


Korea Today, By George M. McCune, 
with the collaboration of Arthur L. 
Grey Jr. Institute of Pacific Relations, 
Allen and Unwin, 372 pages. $25. 
The title of this book might well be 

changed to “ Korea Yesterday,” for it was 

completed in the spring of last year and 
thus deals with the situation before the 
outbreak of the Korean war—which has 


already made all previous history of the 
Far East seem rather remote. Neverthe- 
less, any settlement which may in future 

made in Korea must take account of 
the basic factors which Mr McCune has 
surveyed in detail in this work. The 
facts here set forth should at least arouse 
a sympathy for the peculiar ill-fortune 
of the Korean people and a sense of the 
responsibility shared by all Korea’s 
“liberators” for the fate which has 
befallen the country. In the Judgment 
of Solomon the child was awarded to the 
claimant who was not willing to have it 
cut in half, but it was by agreement 
between Russia and America that Korea 
was bisected, though it is only fair to 
add that on the American side the zones 
of military occupation were not originally 
intended to be separate political units. 
Today, after five years of partition and 
factional strife, Korea is a battleground 
between foreign armies which have 
swept to and fro over almost the whole 
length of the peninsula in their devasta- 
ting warfare, and it is no wonder that 
many Koreans do not care what the 
result is, if only they can get a cessation 
of hostilities. 

Mr McCune shows how the Russians 
initially had the advantage in the struggle 
for political supremacy because they 
backed the Korean Communists and 
their camp-followers resolutely from the 
beginning, whereas the Americans, wish- 
ing merely to prepare Korea for political 
democracy, did not at first recognise any 
particular Korean authority or party as 
entitled to speak for Korea. The author 
emphasises the discontinuity and incon- 
sistency of American policies in Korea 
and the lack of planning before the com- 
mitment of occupation was undertaken. 
If the American and British Govern- 
ments have now made up their minds to 
continue support for South Korea, even 
after the failure to incorporate the North, 
much more thought will have to be given 
to its problems than was forthcoming 
between 1945 and 1950. 


Threats to Democracy 


The Only Way. By Alexander Loveday, 
Hodge. 221 pages. 12s. 6d. 


It was never more necessary than today 
to think through afresh, without political 
parti pris, the assumptions of democracy, 
and to restate them, not in the abstract, 
not in the peculiar idiom of political 


philosophers—but in relation to familiar 
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current events and in a vocabulary and 
style accessible to ordinary educated 
persons. It has rarely, moreover, been 
harder ; those who have the spiritual and 
mental energy for such thinking through 
rarely have at once the gift of expression 
in lay terms and the faculty of detach- 
ment from political bias. Mr Loveday, 
an academic with long experience of 
practical administration, an economist 
widely read in political theory, an 
Englishman intimately acquainted with 
the life of other countries, is rarely 
qualified for the job ; and “The Only 
Way” is an outstanding presentation of 
that fundarnenta! liberal creed which is 
common to a very wide range of party 
opinion but, for lack of clear conception, 
is too often overlaid with contradictions. 


“Democracy,” so Mr Loveday sums 
up, “is not primarily a system of govern- 
ment, but a system of ideals and ethical 
principles ” constituting rules of conduct 
whose purpose “ is to give the individual 
scope to develop a harmonious person- 
ality as full and complete as his natural 
endowments permit.” This aim calls for 
a harmonious society—social harmony 
depending in turn not on paper constitu- 
tions but on the respect paid by the 
average citizen to “the principles that 
constitute our democratic ethics.” War, 
inflation, depression, variously disinte- 
grate that respect; while the agencies 
transmitting it from generation to 
generation, family, church, neighbour- 
hood, have been weakened, leaving the 
schools to carry a burden to which they 
are not equal. The freedom essential to 
harmonious development is under-valued 
by individuals obsessed with the fear of 
war or unemployment sacrificed to the 
illusion of national or economic security ; 
the task of democratic thought today is 
on the one hand to re-establish a rational 
and consistent hierarchy of aims, to dis- 
tinguish between ends and means, to 
weed out what is contradictory and self- 
stultifying in its aspirations, and on the 
other to devise practical institutions of 
self-defence and self-betterment within 
whose framework the weakened con- 
fidence, responsibility and human soli- 
darity of the individual may, however 
slowly, reconstitute themselves. 


To both parts of this task, though 
particularly to the former and more 
fundamental, Mr Loveday brings a valu- 
able contribution. One can disagree with 
him. One can retain, for instance, a con- 
viction that that Federal Union of all free 
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nations which he prescribes, even were 
it politically acceptable, would suffer such 
spasms of internal economic adjustment 
as to be actually weaker, not stronger, 
than the mere alliance or confederation 


‘which he rejects. One can question the 


relative importance, to the development 
of harmonious personalities, of this par- 
ticular enlargement of free choice and 
that particular assurance of an economic 
minimum. It is not, however, so much 
by inexpugnable conclusions and demon- 
strations as by the establishment of the 
agreed point of departure and of the 
method and spirit of enquiry that “ The 
Only Way ” claims attention and respect. 
This -is a book to be widely read and 
discussed. 


Relativity 


Out of My Later Years. By Albert Ein- 
~.stein. Thames and Hudson. 282 pages. 
158, 


This collection of essays, addresses, 
extracts from articles and interviews, and 
unpublished fragments, epitomises Ein- 
stein’s outlook on the world during the 
last sixteen years. His publishers claim 
that the chapters on his theory of rela- 
tivity are simple enough to be under- 
stood by every intelligent person, and 
this, alas, may be so! The present 
reviewer will concentrate on more 
general matter. 

The arrangement is not chronological 
but according to subject, which demands 
a continual adjustment from the reader 
between pre- and post-atom bomb per- 
spective ; but in spite of these discon- 
certing breaks in continuity, there 
emerges from the whole book a three- 
fold impression: of an abiding en- 
thusiasm for the cause of supranational 
organisation as the only means of saving 
the world from self destruction; of a 
belief in socialism as the framework in 
which the solution of present problems 
could be achieved ; and of the wisdom 
and humanity of the writer. 

Einstein believes that world govern- 
ment will come, either through the 
military power of the victor in a third 
world war, or through international 
agreement and the force of persuasion. 
It is his single minded endeavour in 
every public utterance, upon whatever 
topic, to drive home a plea for the latter 
course. He considers that the essence 


dependence of the individual upon 
society, not as an organic tie Or protec- 
tive force, but as a threat to his natural 
rights and his economic existence. At 
the same time, man’s egotistical charac- 
teristics are unavoidably being accentu- 
ated at the expense of his social urges. 
All human beings are suffering from this 
deterioration: “Unknowingly prisoners 
of their own egotism, they feel insecure, 
lonely, and deprived of the naive, simple 
and unsophisticated enjoyment of life.” 
The remedy is the establishment of a 
socialist economy, accompanied by 
education towards social goals instead of 
the worship of acquisitive success. 

But Einstein postulates that a planned 
economy is not necessarily socialism, 
since it may be accompanied by the 
complete enslavement of the individual 
by the power of bureaucracy, and unless 
it is international it might “ more easily 
lead to war than capitalism, because it 
represents a still greater concentration of 
power.” He also warns the Soviet 
Union against blaming capitalism for all 
existing social and political evils, adding 
that government is in itself an evil if it 
does not resist the tendency to 
deteriorate into tyranny. 

This would be an excellent bedside 
book, since it is so full of steadying 
reflections. But the most comforting 
glimpse into the mind of a great thinker 
is contained in the last sentence of his 
“ Self Portrait”: “I live in that solitude 
which is painful in youth, but delicious 
in the years of maturity.” 


Afghanistan 


Afghanistan. By Sir Kerr Fraser-Tytler, 
Oxford University Press, 330 pages. 218. 


Not much has been written about 
Afghanistan since the late Sir Percy 
Sykes produced his great two-volume 
history. Sir Kerr Fraser-Tytler has now 
written an informative and well-docu- 
mented book which, as he says, is a 
“study of political developments in 
Central Asia” with particular reference 
to Afghanistan. It is a work that is 
much needed at the present time, for 
it is a careful appraisal of all the factors 
that have been at work in that little- 
known territory which 

contains within it the dividing line which 

separates Southern from Central Asia. 

The mountains of the Hindu Kush pro- 
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Pamirs have served throughout the ages 

as a breakwater diverting westward the 

flood of the migrations from further Asia 
and protecting the approaches to India. 

But this natural mountain barrier can 
be traversed by armies and has been 
since the time of Alexander the Great 
It can also be outflanked on the west 
Along this route the invaders from 
Timur to Sultan Mahmud of Ghazni ang 
Nadir Shah have invaded India. The 
Hindu Kush then provides no barrier for 
India like the Himalayas but rather a 
deterrent which slows down a forward 
march. 

Sir Kerr Fraser-Tytler has served jn 
the Indian army and in the External 
Affairs department of the Government of 
India and is therefore well qualified to 
write on the various phases through 
which British policy has passed in seek- 
ing the best way to defend the Indian 
sub-continent. In the first two Afghan 
wars we attempted to make the Hindu 
Kush the virtua] frontier of India. But 
no power has ever been strong enough 
to hold such an advanced post. The 
British then attempted to create with 
some success a buffer state under their 
protection. But Afghanistan is still a 
country largely in a tribal state and 
periods of instability following the 
assassination of an Amir often led to an 
upset of the buffer state policy. 

At last in the Mahommedzai family 
rulers have been found who were able 
to weld the polyglot of races and tribes 
into something like a state. The future 
will largely depend on whether this 
stability can be maintained. The author 
does not deal with the economic and 
social developments that are going on in 
Afghanistan, but he has a lot to say about 
the problem of the Pathan tribes and 
on the fluctuations of British policy on 
the North-west Frontier. 

This is one of the danger points of 
the future. For the rulers of Afghani- 
stan have never recognised the Durand 
line as preventing them from influenc- 
ing the tribes across the border. The 
present Pathanistan movement which 1s 
being inspired from Kabul is only a new 
stage in uniting the Pushtu-speaking 
tribes and aims at consolidating the 
Pathans behind the present rulers of 
Afghanistan. The book has much to 
say on this important subject which !s 
causing so much trouble to Pakistan and 
may be the source of Russian intrigue 
whenever the Kremlin thinks the tme 


of £ crisis of our time is the jecting from the main ranges of the opportune. 
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AMERICAN SURVEY 





Congress Makes its Bow 


Washington, D.C. 


HE opening of the Eighty-second Congress has been 
comparable in sound and effect to the opening of Fibber 
McGee’s clothes closet ; and in a way the circumstances were 


similarly predictable. Every loyal listener to the wireless in - 


the United States knows that when McGee undertakes to 
fetch something for his wife, Molly, he is going to the well- 
beloved cupboard, and that, as soon as he pulls the door open, 
there will fall out of it with an immense and prolonged clatter 
the accumulated copper plant-pots, roller-skates, picture 
frames, old boots and bicycle-pumps of a long family life. 


It is just over 150 years since Congress first took up its 
quarters in Washington. The cupboard on Capitol Hill is 
packed to bursting with ideas and attitudes put out of sight, 
but not altogether discarded. And a lot of them have tumbled 
forth during the last two weeks into and beyond the current 
“Great Debate” on foreign policy. 


The chambers in which the new Senate and House are 
assembled have been newly decorated on lines which irritable 
critics have variously compared to those of a funeral parlour 
and a cinema. Within these freshly brocaded walls, gold 
and blue respectively, there was quickly revealed to be a 
remarkable unanimity on the need for swift and comprehen- 
sive rearmament. When President Truman’s $71.6 billion 
Budget arrived, the prevailing reaction of both Houses was 
that the sooner the projected immense sums were authorised, 
appropriated and spent for military procurement and services, 
the better and safer it would be for everyone. But after that 
the rope of unity began to unravel. 


* 


The new Congress, meeting at a moment of national 
apprehension, nervous tension and fault-finding, has been 
pervaded by the consciousness of defeat in Korea, by uncer- 
tainty concerning what the Far East is going to produce next, 
by the brooding sense of dissatisfaction with the performance 
of America’s allies both in the United Nations and in Western 
Europe, and by the knowledge that the election results had 
deprived the Administration’s supporters of their secure 
Majority. 

It took the Southern Democrats and the conservative 
Republicans only a day or two to show off the fire-power they 
Were going to be able to bring against the Administration 
designs which arouse their displeasure. In the House the 

reactionary coalition,” as the revived cliché has it, swiftly 
‘crapped one of the most useful reforms the dominant Demo- 
rats of the Eighty-first Congress had devised to ease the 
passage of liberal Bills. This was the provision that the 
Rules Committee, which decides what legislation shall reach 
the floor of the House, may be prevented from holding up a 
Bill it does not like for longer than 21 days. 

In the Senate one of the three new Republican Senators 
Posted to the Appropriations Committee was Senator 

y of Wisconsin, the scourge of the State Depart- 
ment. Once upon a time, the Senate Appropriations Com- 


mittee concerned itself only with the amount of money it 
would be proper to appropriate under given Bills. More 
lately, particularly in the case of legislation involving foreign 
aid, it has felt entitled to require the State Department and 
other officials to repeat evidence and re-answer questions on 
policy and performance already thrashed out in the Foreign 
Relations Committee. Senator McCarthy has now improved 
his strategic position by being appointed to a sub-committee 
of the Appropriations Committee which deals specifically with 
funds for the State Department, and it may be a reasonable 
assumption that unquiet times are in store for a number of 
Mr Acheson’s assistants. 

The chairmanships of committees remain in Democratic 
hands, since the Democrats at the elections managed to 
preserve a majority. But, by virtue of the seniority rule, the 
chairmen and members of a disproportionate number are con- 
servative Democrats whom the Solid South has faithfully 
returned for many years. (Senator George of Georgia has been 
in situ since 1922.) Their hand, in several cases, has been 
strengthened by the advent of new Republicans entitled to 
committee seats because of the increased Republican repre- 
sentation in the Senate. On the Senate Foreign Relations 
Committee Senator Tom Connally will preside, in future, over 
seven Democrats and six Republicans, instead of eight Demo- 
crats and five Republicans. The new Republican on this 
powerful body has turned out, after much intricate jockeying 
and horse-trading, to be Senator Tobey of New Hampshire, 
who, though not a jet-propelled liberal, is generally considered 
to be a worthy choice. 

Up to the outbreak of the Korean war there had been thirty 
issues in the Eighty-first Congress on which a vote for the 
bi-partisan foreign policy was asked ; and among the Senators 
who were discarded by the electorate or retired last November 
there were five—Senators Lucas, Downey, Myers, Thomas of 
Utah and Thomas of Oklahoma—who had voted for the 
bi-partisan policy on every one of these issues. And there 
were others who were almost as reliable—Senator Tydings 
and Senator Pepper—whose departure the Administration has 
mourned. 

Senator Dirksen, who has taken Mr Lucas’s Illinois seat, 
and Senator Nixon, who has come into possession of the 
California seat Mr Downey held, will chalk up no such 
records. On the other hand, liberals expect a good deal of 
Senator Mike Monroney, of Oklahoma, one of the few success- 
ful Democrats, and the predictions are that Senator Duff, 
recently Republican Governor of Pennsylvania, is destined to 
become a mighty and not an illiberal power in the Senate. 
Neither in the House nor the Senate have the Republican 
leaders been displaced. The Democratic leadership is carry- 
ing on business as usual in the House, but in the Senate, where 
the mantle of Senator Lucas has fallen upon the less experi- 
enced shoulders of Senator McFarland of Arizona, the open- 
ing days of the Eighty-second Congress have produced 
moments when Democrats have wept for the touch of a 
vanished hand. 

But these changes, the new faces and the new decorations, 
the new committee members and the voices ringing with news 
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authority, amount, in the main, to a variation of the ornaments 
on the cake. Underneath the icing, below the marzipan, the 
consistency of Congress is about the same. If there is reason 
to expect stronger coalitions of Southern Democrats and 
Republicans, there is little mystery about what sort of legisla- 
tion will be allowed to pass and what will bring the coalition 
into action. Mr Truman will not secure from the present 
Congress the civil rights, social and labour reforms he would 
like, but he could not persuade its predecessor to pass them 
either, and for similar reasons. 


The Great Debate has not, up to the present, revealed any 
decisive renunciations of ideas and attitudes on foreign policy 
developed during the post-war years. Apprehensions stirred 
by events on two sides of the world have been reflected in 
both the composition and the oratory of the Congress, yet 
the signs of a sensational volte face have not so far appeared. 
Nor is there yet any reason to believe that if General Eisen- 
hower returns with a recommendation for action, the Eighty- 
second Congress will be less willing—after passing a “ com- 
promise resolution ”°—to support the President on sending 
American troops to Europe than, in similar circumstances, the 
Eighty-first Congress would have been. 


Story of an Inflation 
Washington, D.C. 


Tue Annual Economic Review by the Council of Economic 
Advisers, which is a report to the President, accompanies 
the Economic Report from the President to Congress at the 
beginning of every year. The Review for 1950 was written 
with a kind of gloomy pride—pride at what the American 
economy could do and gloom at what the American people 
could do with it. “ We must stop eating so much cake,” the 
Council of three economists decided, “ when the aggressors 
are arming so many divisions.” And they told the story of how 
much cake had been eaten in the second half of the year— 
or, at least, of how much cake had been bought to be stowed 
away in the deep freeze for consumption in some bleak future. 
The Department of Agriculture estimates that there are at 
present one billion pounds of meat, enough for two weeks’ 


average Consumption, stored in deep freeze units in private 
houses. 


A few days after the report had been published, Macy’s 
department store took a full page in most of the New York 
newspapers to announce that, since Christmas, the people of 
New York had been buying 25 per cent more goods in all 
department stores than they had done during the same period 
of last year. “ Evidently,” Macy’s told the public, “ some 
of you are buying what you don’t need . . . are buying out of 
fear of the future ... WHY ARE YOU BUYING SO MUCH, 
NEW YORK?” The answer, if New York were able to give 
a composite one, would be that it was buying out of fear of 
the future, but less from fear of future shortages than from 
fear of future prices. There has been unending talk of 
controls and no action, although the evidence that they are 
needed has been accumulating since the start of the Korean 


war. It has now been laid out for all to see by the Economic 
Advisers. 


The economic history of 1950, they pointed out, can be 
divided into three distinct parts. The first was the period of 
recovery from the mild recession of 1949 ; during this period 
the level of expenditure for personal consumption rose slowly 
from an annual rate of $180.6 billion in the last quarter of 
1949, through $182.4 billion in the first quarter of 1950, to 
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$185.2 billion in the second quarter. It was at the end of the 
second quarter that the Council’s second period began—the 
expansion of the defence programme after the Korean owt. 
break. In the third quarter personal consumption jumped 
to $198.4 billion. It declined a little in the fourth to $197 
billion because, after the Inchon landings, indiscriminate 
buying stopped for some twelve weeks ; then the reality of 
large-scale Chinese intervention at the end of November 
marked the beginning of the third period—that of intensive 
rearmament. And Macy’s desperate advertisement suggests 
that personal expenditure will be over the $200 billion level 
in the first quarter of 1951. 


x 


After the Korean war began, the Review says, “ there was 
prompt and universal recognition by the American people 
that a great defence effort must be made.” Unfortunately, 
they recognised it not by tightening their belts, but by letting 
them out another $15 billion a year. Or, as the Council 
observes rather obliquely, “ the first result took the form of 
one of those mass movements which occasionally upset 
economic analysis based solely upon statistical data or assum- 
ing a regular pattern of economic behaviour.” The rush of 
consumers to buy “ fantastic quantities ” of those goods which 
had been short during the last war—regardless of whether 
there was any justification for believing that they would be 
short in the next one—continued through July and August. 
The immediate effect, both in rising prices and the reduction 
in retailers’ and wholesalers’ stocks, was considerable. 


But more important was the effect on merchants’ policies. 
Between July and October, the Review points out, manufac- 
turing and retail inventories increased by $5 billion from an 
admittedly conservative level and, during the same period, the 
loans of all commercial banks increased by the same amount. 
“The force which directly sustained the rapid advance in 
economic activity during the third quarter,” the Review says, 
“was civilian demand, buttressed by rising civilian income, 
but without any extraordinary increment from government 
sources. Producers were making goods for civilians, and not 
for defence, when they pushed up the industrial production 
index 6.6 per cent between July and August, and continued 


to carry it forward, although less rapidly, during the next two 
months.” : 


The situation in the last month of the year—during the 
third phase—was different. Industrial production and employ- 
ment stayed at the level of the two previous months, but 
wholesale prices doubled their rate of increase and the expat- 
sion of business loans by commercial ‘banks, which had been 
steady at about $160 million a week since the end of June, 
suddenly quickened its pace to $230 million. But wholesale 
price increases in December, the Council thinks, were larg¢!y 
the result of two factors :“ first, an effort by sellers to increas¢ 
prices before they could be frozen by price controls and, 
second, the evaluation by businessmen of the pressure on 
prices which would flow from an accelerated defence pro- 
gramme, and a continuing upward trend of money incomes. 
Retail buying during the Christmas season was little more 
than normal and it was not until after Christmas that the 
mad rush of which Macy’s complained last week started aga!?- 

Even by the end of the year, however, Treasury payments 
for defence orders had not begun to add to the inflationary 
effect. During the last five months of the year there was ¢ 
net surplus and, over the calendar year, the budget was amos! 
in balance. Yet “ at the end of 1950,” the Council concludes 
“the national economy was subject to forces of inflation fa" 
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more powerful than those which arose following the original 
outbreak in Korea... . There will soon be added the direct 
effect of the rapidly expanding military programme. . . . 
Clearly it will be necessary to resort to more direct action 
than has thus far been taken to prevent inflation from continu- 
ing its destructive spiral.” It is, indeed, doubtful whether 
there are many who still need to be persuaded of this neces- 
sity. Macy’s, in their advertisement, announce that they “ fecl 
strongly there should be controls on prices, on farm-products, 
on wages, on profits.” 

But until the Economic Stabilisation Agency can collect a 
staff to administer the controls, of the approach of which 
there have been all too many warnings, the inflation will go 
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on. And it will be kept from getting completely out of hand 
only by the incredible productivity of a country which, having 
raised its gross national product under the stress of war from 
$91.3 billion in 1939 to $215.2 billion in 1945, and, in the 
first five years of peace, to $255.6 billion, could, in the year 
when a new defence effort was needed, raise it still again 
to $278.8 billion. The price of this productivity is, however, 
an ever-increasing consumption, and a consequent rise in the 
prices of those raw materials which are urgently needed at this 
moment in other countries, as well as in the United States. 
There is even a gloomy side to the ability of the American 
economy to expand and expand and expand. 


American Notes 
Cease-fire in Washington 


_ Hostilities between the President and Congress over the 
dispatch of troops to Europe seemed to be petering out this 
week, thanks to a willingness on both sides to forget the con- 
stitutional niceties and act together, as they must if they are 
toact at all. For defiance of the Wherry resolution, the Presi- 
dent substituted a tactful and realistic welcome of the 
Senate’s wish to be associated with the creation of the 
European army, Senator Taft, instead of persisting that no 
troops should be sent, retreated far enough to agree to 
American reinforcements being dispatched, though he con- 


tinued to ar imi i 
wana gue that Congress should place a limit on their 


The result has been that the Resolution, which 
Se oe emnden, toe Ressiieet to act -— the ponte 
‘die tO a decision, successfully side-tracked. It 
will be considered by the Foreign Relations and Armed 
Services Commi ees, without any commitments having been 
made by Senator Connally as to when, or in what form, it 
would reappear on the floor. If all goes well, it will emerge, 
after General Eisenhower’s report next week, transformed 
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into an expression of support for the President’s policy which 
in no way compromises the Presidential powers. 


But while the domestic ranks were being closed, a deeper 
gulf appeared. Both the House and the Senate rushed to pass 
virtually unanimous resolutions urging the United Nations 
to condemn China as an aggressor. Such gratuitous advice 
——made no more acceptable by the explanation that it was 
meant to “ inject a little backbone into the United’ Nations ” 
—is not binding on anyone. But the votes are an accurate 
reflection of the disillusionment and frustration caused in the 
United States by the reluctance of its friends and allies to 
abandon the slightest hope of a settlement. In the American 
view, Uno will be morally bankrupt if it punishes a small 
aggressor but appeases a big one. Senator Morse felt com- 
pelled, after Mr Attlee’s speech, to conclude that the question 
was whether Britain was on the side of the United States or 
of Red China. 


The Senate went on to call upon the United Nations not 
to acceps Communist China as a member. It would be a 
hardy Administration which defied such sentiments. But on 
the Chinese issue, Congress and the State Department appear 
to be, for the first time, not only in step but hand in glove. 
The House and Senate resolutions appear to have been intro- 
duced with the knowledge of the White House and have 
been cordially welcomed by Mr Acheson. The recent speech 
of Mr Ernest Gross, Deputy Representative at Uno, in which 
he insisted that the Formosan issue must be handled in 
accordance with American national interests and that the 
Nationalists must be consulted, suggested to some observers 
that, driven by the Chinese Communists, the State Depart- 
ment was backing into the arms of its critics at home. It is 
denied that any change of policy is contemplated. But 
bipartisanship arrived at by this route might, as the Washing- 
ton Post points out, jeopardise the Atlantic alliance as well 
as the United Nations. 


* 


Stabilisers on Thin Ice ; 


The public conclusion of Mr Wilson, the head of the 
Office of Defence Mobilisation, that “ price and wage ceil- 
ings must be imposed with speed and forthrightness ” 
because “voluntary controls will not work” was followed 
almost at once last week by the resignation of Mr Valentine 
and his replacement at the Economic Stabilisation Agency 
by Mr Eric Johnston. This is a victory for those, like Mr 
DiSalle, the Price Administrator, whose sharp political ears 
told them that the public would tolerate no more delay in 
controlling the cost of living, and a defeat for the go-slow 
school who felt that the controllers lacked the staff, as yet, 
to work out and enforce a general price order. Mr Valentine, 
an academic figure, was determined to test the economic ice 
exhaustively before putting any weight on it. 


Mr Johnston, the czar of the motion picture industry and 
experienced not only in business, but in the ways of Washing- 
ton under mobilisation, will have more powers than Mec 
Valentine possessed ; he will also, probably, be more willing 
to delegate them than Mr Valentine was. In addition to over- 
seeing price and wage policy, Mr Johnston will exercise 
authority over rent control, home financing, subsidies and 
other economic aspects of mobilisation. 


The testimony of Mr DiSalle this week before the Joint 
Congressional Economic Committee suggests that before the 
week is out a general freeze may be ordered of all wages and 
prices not specifically exempted under the control act. The 
conspicuous exemption is food prices as long as they are 
below parity, and the chairman of the House Banking and 
Currency Committee revealed that the Presiaent will attempt 
very soon to secure from Congress effective controls over 
these as well. It is thought in Washington that a thirty-day 
standstill order on wages will give time to work out a wav 
stabilisation policy. For this, the moment is opportune. Mr 


& 
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John L. Lewis and the soft coal operators, led by representa- 
tives of the steel industry, which has its own “captive 
mines.” have just concluded, with great speed and secrecy, 
an agreement raising wages by 20 cents an hour. This snaps 
into place the last main link in the present round of wage 
increases, the fifth since the war. 


It is recognised by everyone that any roll-back and freezing 
of prices will freeze many injustices into the structure as well, 
and that intensive re-working of the order will be necessary. 
The gamble which the President and Mr Wilson seem about 
to take is that the rudimentary stabilisation organisation will 
be able to enforce its orders and remedy these inequities 
quickly enough to avoid a general disillusionment with 
controls which might lead to widespread evasion. 


* ot * 


Easing Conversion Pains 


When partial mobilisation came in the door, the Muni- 
tions Board’s carefully laid plans for full mobilisation flew 
out the window. Under these plans firms were supposed 
to have “ shadow ” orders for armaments, so that they would 
know what to do when war came. To have given the green 
light to these orders would have meant reactivating 
“ shadow ” factories ; this would have dislocated the labour 
force, caused housing shortages and so on. It would in fact 
have meant a disruption of civilian life that is undesirable if 
a prolonged period of cold war is to be endured. For this 
reason, the services have, as far as possible, been placing 
contracts with automobile and other consumer goods’ manu- 
facturers who are forced to cut back civilian output because 
of shortages of raw materials. 


How far this policy will in fact ease the pains of industrial 
conversion is far from certain. Automobile firms are already 
laying off men and reducing output by 20 per cent, and the 
cut-backs are sure to get worse. But it will be the end of 
the year before these firms are tooled up for their new defence 
contracts, even though these are at last being placed with 
greater speed. Many car companies would prefer to build 
new facilities for aircraft and tank production, so that they 
can keep their labour employed, even if at a reduced rate, 
on civilian assembly lines, until the time has come to start 
defence output. For it is everywhere agreed that before long 
skilled men will be jewels of incalculable price. Some auto- 
mobile firms have already ordered tools for their 1952 models, 
although 1951 cars are only being shown this week, in the 
hope of getting delivery before defence swallows up all the 
machine tools. Some firms, such as Willys-Overland Motors, 
which makes jeeps for army or civilian use almost indis- 
criminately, have no conversion problem. Others are pre- 
pared to do both kinds of work side by side, notably the 
General Motors Corporation, which is to make Thurderjet 
aircraft in its car assembly plant at Kansas City. 


The Department of Defence has another reason for spread- 
ing its contracts among a variety of firms. It is anxious to 
disperse both facilities and “ know-how ” for making essential 
weapons, so as to lessen the damage that could be done by 
air attack. Aircraft firms, which had expected to be allowed 
to reactivate their stand-by facilities before automobile makers 
were given a share of the aircraft cake, resented this new 
policy at first, for licence fees do not push profits nearly so 
high as contracts do.: Now, however, that President Truman 
has hitched the aircraft wagon to the star of a five-fold 
increase in output this year, and to the nebula of a fifteen- 
fold increase in capacity (to 50,000 planes a year) before long, 
there is obviously more than enough aircraft cake for every- 
one. The automobile industry has no doubt that it can cope 
with 35,000 tanks a year as well. 


* *x * 
Housing the Defence Worker 


The federal belt which is squeezing workers and 
materials out of the building industry has been tightened by 
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two more notches. The Federal Reserve Board has extended 
to multi-family dwellings the less liberal credit terms applied 
to one-family and two-family units in October; and the 
National Production Authority has forbidden the commence. 


/ ment of any new commercial construction costing more than 


$5,000 until February 15th, when a licensing system will be 
introduced. This follows the ban on recreational building, 
Private builders, who believe that the restrictions on cred} 
will cut the production of new houses from 1,350,000 in 
1950 to 700,000 or less in 1951, expect that the next step into 
austerity will be the placing of price limits on new houses 
—something never before attempted. 


Some of the materials and labour released will go into 
industrial expansion, but the Administration believes part 
should also be diverted into building permanent homes fo; 
defence workers. During the war, some eight or nine million 
people followed war industries into new communities, which 
often had neither the houses nor the facilities to absorb them 
decently. Military re-enlistments even now are unfavourably 
affected by sub-standard living conditions. No repetition of 
the war’s mass migration is expected, but the housing 
authorities wish to be prepared this time. 


Much can probably be done by relaxing credit restrictions 
in defence areas. But in addition, a Bill has been introduced 
to increase by $3 billion the authority to guarantee private 
mortgages, chiefly for flats for workers in war industries, and 
to empower the government itself to spend some $125 million 
on housing and community facilities in defence centres. 
This would apply particularly to installations in isolated 
areas, such as the new atomic plant on the Savannah River 
in South Carolina. Here an influx of 30,000 people is 
expected, and money will be needed for schools, roads and 
sewers, as well as to acquire building sites to prevent 
exploitation. Private builders are torn between their desire 
to bolster their shrinking incomes by a share of this new 
federal money, and their traditional fear that the public part 
of the programme may prove to be a socialistic camel’s head 
in the tent of private enterprise. 


Shorter Notes 


The Federal Reserve Board has increased the margin 
requirements for share purchases and short sales from 50 per 
cent to 75 per cent. This return to the margin required 
before March, 1949, is regarded as a preventive measure, 
for the volume of credit in the market on January Ist was 
only about $1.4 billion compared with $3.6 billion four years 
earlier. However, this type of credit has been creeping 
slowly upward in recent weeks, with the heavy turnover, 
which for many days has been greater than 3,000,000 shares. 
The Board’s chief concern, however, remains the excessive 
expansion of bank credit, and there is talk of reviving its 


: special reserve” plan, which Congress turned down in 
947. 
* 


The five-cent coke will soon be as extinct as the five-ceat 
telephone call and the five-cent fare. Some retailers are 
absorbing wholesalers’ increases on Coca-Cola and other soft 
drinks, in deference to public attachment to the old price, 
but six cents a bottle is already being charged in New York 
and many other cities, and even Georgia, home of Coca-Cola, 
will not be able to hold the line much longer. 


x 


During the first ten days of January all the estimated 
4,000,000 aliens in the United States were required 10 
register, under the provisions of the new Internal Security 
Act. This registration must be repeated every Januzry. 
Most uncharacteristically, Senator McCarran in writing his 
Bill, seems to have overlooked the fact that since 1940 aliens 
have been required to register within five days any chang¢ 
in their home a more stringent provision. Th's 


requirement has, however, often been neglected. 
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This issue of LIFE International 





is a perfect demonstration 
of rapidly growing Anglo-American 
publishing co-operation in the 


interests of world trade 


Or THe 40 ADVERTISERS* whose messages ap- 
pear in the January 29 issue of LIFE Inter- 
national, 14 are British—including the Fes- 
tival of Britain’s introductory advertisement 
of four pages in four colours. Never before 
has such a distinguished group of interna- 
tional advertisers presented their messages, 
in a single issue of LIFE International, to 
the highest concentration of the world’s 
most-likely-to-buy prospects made available 
by any export magazine. 

LIFE International has a paid circulation 
of over 300,000 in more than 100 countries 
(around 50,000 in the U.K.). Surveys show 
that an average copy is read by 10 people— 
making a total world-wide readership of 3 
million. And most of these readers are among 
the world’s best customers for British ex- 
porters: three out of every four are in the 
upper and upper-middle income brackets 
with 92% of them in business, government 
or one of the professions. 


To reach these much better than average 
prospects around the world is no burden on 
any appropriation. Space rates range from 
8275 for an eighth page to $2795 for a full 
page in 4 colours. For full details on why 
more and more British export advertisers 
are turning to LIFE International, write to... 





* 


British 

Associated Electrical Industries 
James Buchanan & Co. Ltd. 
Dictaphone Co. Ltd. 

Dolcis Shoe Co. 

Festival of Britain 1951 

Harry Ferguson Limited 
Miles-Martin Pen Co. Ltda 

H. Morris & Co. Ltd. 

Nuffield Exports Ltd. 

Jack Olding & Company Limited 
Philips Electrical Limited 
Rootes Group 

Singer Motors Limited 

The Standard Motor Co. Ltd, 





Continental 


Campari Export-Import Company (Italy) 
Cyma Watch Co. S. A. (Switzerland) 
Franke & Heidecke (Germany) 

Hotel du Rhone (Switzerland) 

Montres Rolex S. A. (Switzerland) 

Swiss Federation of Watch Manufacturers 
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Advertisers in LIFE International’s January 29 issue 


Universal Watches (Switzerland) 
Vacheron et Constantin (Switzerland) 


American 


Allis-Chalmers Manufacturing Co. 
Burroughs Adding Machine Company 
Caterpillar Tractor Co. 

Champion Spark Plug Company 
Douglas Aircraft Company, Inc. 
International Shoe Company 


Nash Export Division, Nash-Kelvinator 
Corp. 


Pan American World Airways 
Royal Typewriter Co., Inc. 

Joseph E. Seagram & Sons Ltd. 
Socony-Vacuum Oil Company, Inc, 
Standard Brands Incorporated 
Standard Oil Company (New Jersey) 
Sylvania Electric Products Inc. 

The Electric Auto-Lite Company 
Trans World Airlines 

Hiram Walker & Sons 


Westinghouse Electric International 
Company 


e International ec siecct, onion w.1. 
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THE WORLD OVERSEAS 





Russia’s Agro- Towns 
(By a Correspondent) 


HE Soviet countryside is in a turmoil. The process of 
supplementary collectivisation, which both the State and 
Party organisations started preparing a year ago, is now in 
full swing. The amalgamation of smaller collective farms 
into larger units has already been going on for over 8 months 
and this first stage of supplementary collectivisation should 
be ended in April in the whole of the Soviet Union. The 
only exceptions are the newly acquired territories—the Baltic 
States, Bukovina and the so-called Western Ukraine and 
Byelorussia—where the’ primary collectivisation has not yet 
been completely carried out. 
The quick tempo of amalgamation is to be explained by 
the tense international situation. The additional collectivisa- 
tion should immediately free millions of labourers and make 
this manpower available for industry where it is badly needed 
for the present armaments race. Besides the reduction in 
the number of collective farms should also enable the authori- 
ties to cut down the number of food supply centres, while 
the contraction of the agricultural population should increase 
these food supplies for the towns. The advantages of a 
concentrated system of supply compelled even the Nazi 
occupation authorities to maintain the collective system, 
though its break-up, especially in the Ukraine, would have 
been very useful for propaganda purposes. The Soviet 
authorities hope gradually to reduce the collective farmer to 
the level of the agricultural labourer working in State farms. 
The big collective farm, which with time should contain some 
3,000 farmers, will thus be transformed into an agro-town. 
The long-term end is to eradicate all differences between 
agricultural workers and the workers in the towns. 


From Soviet sources it appears that already in the first 
phase the number of collective farms has been reduced by 
at least 60 per cent. In certain regions the process has 
already been completed. Thus Byelorussia formerly had just 
under 10,000 collective farms. Now, after amalgamation, 
this figure has been cut down to just over 3,250. In the 
Ukraine the total has been reduced from over 26,000 to below 
14,500. The cuts have been even more drastic in central 
Russia, where there had been many small collective farms 
with 300 to 400 hectares of land. Since villages were usually 
changed into kolkhozy, the typical small Russian village has 
led to small collective farms. But now the Soviet authorities 
consider that modern agricultural machinery, tractors and 
especially combines, cannot be fully exploited in such small 
units. Besides, in larger rolkhozy more varied crops can 
be grown and can be more easily combined with large-scale 
cattle rearing. It is considered that a collective farm should 
have at least 1,200 hectares of land. 


Generally the larger unit should allow for a more rational 
division of labour and resources and thus assist the Govern- 
ment in its struggle against the drought (carried out mainly 
by afforestation and also by building ponds and canals) as 
well as in its plans for housing and electrification of the 
countryside. The amalgamation should also bring about a 
saving of machinery and particularly of fuel consumption. 
The latter is now of the utmost importance, since the Baku 
sources have been partly exhausted and the new sources on 
the Volga cannot yet be exploited to the full. 


The Soviet Union should soon have 100 or 110,000 col- 


lective farms instead of 250,000. A large proportion of agri- 
cultural labour will thus become redundant. in addition ire 
country bureaucracy, which is still more numerous than in 
the towns and which in collective farms accounts for approx- 
mately 30 per cent of the total manpower, will be cut 
drastically. Thus altogether some 3 to 4 million workers will 
soon be made available and, it is announced, will be 
immediately directed into industrial production. 


The Party expects that the new collectivisation drive will 
help to reinforce both its own and the Government’s influence 
in the countryside. In the elections of new chairmen of the 
kolkhozy, due care is taken by the authorities that a Part,- 
member is chosen. The extension of the farm shou!d also 
strengthen the Party cell inside it, thus avoiding the instances. 
particularly common after the war, when no Party member 
or even candidate could be found in a collective farm. Besides 
the character of the chairman will also change. Hitherto he 
has often been a local man defending the farm against the 
State, especially over questions of food supplies. Now he 
will be an agronomist, usually an outsider prepared by the 
regional Party schools. He will defend the interests of State 
and Party against the farmers. 


Families to be Transplanted 


It appears from Soviet sources that the present campaign 
causes greatest dissatisfaction in the bigger and better 
organised collective farms, which dislike the amalgamation 
with smaller and poorer farms, because they fear that it wil 
lower theit profits and their standard of life. But it is the 
second phase of supplementary collectivisation which will 
meet with greater opposition. The panty announces that 
farmers from the smaller kolkhozy will be actually moved. 
together with their families, to the new houses in the bigger 
collective farms. Visions of future agro-towns are painted: 
“Two thousand beautiful houses along asphalted streets and 
avenues with lawns. Two thousand two-, three- and four- 
storey houses with electricity, radio, water supplies and bath- 
rooms. A central square with a statue of Stalin. Next ' 
each house a fruit garden.” The transplantation of the 
farmer from the place where he and his family have lived 
for generations aims at blunting his property instinct. The 
farmer’s house is normally in the neighbourhood of his former 
land, now incorporated into the collective farm. Once mowd 
away from there, it is hoped, his feeling of ownership wil 
diminish and with it the dreams of recovery. 

Soviet propaganda tries to pass over in silence the issue of 
the farmer’s own plot of land. Up to now each collective 
farmer has had his own plot of a quarter hectare next tv his 
house. He also had a cow and some pouliry. These p's 
were the source of the farmer’s private income and, particu: 
larly during the war, the farmers used to try to increase the 
size. The authorities did not react violently as there was 1° 
enough machinery and labour to exploit the whole collect< 
property. After the war a strong campaign was carried oul 
for the recovery of these lands, on aback ihe peasants worked 
much more assid than on the collective land. In future. 
it seems, the farmer will have to content himself with a“ fru" 
garden.” that peasants will be 


.” The announcement 
moved and deprived: of their private plots must cause a grea! 
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deal of anxiety and unrest in the countryside. The actual 
migration of the peasants has therefore been postponed to a 
later date. In the meantime at work is to be done. 
In each new big collective farm a brickfield producing at 
least 500,000 bricks per year and a tile factory with an output 
of 100,000 per annum are to be built. 


It seems that in spite of unrest in the countryside the Soviet 
authorities will be able to overcome the resistance. It was 
much more difficult to do it in 1929-33, when it was necessary 
to amalgamate 20 million small farms, inhabited by 70 million 
people and covering 370 million hectares of land. The resist- 
ance was extraordinary and the preparation for collectivisation 
insufficient. There were only 40,000 tractors in 1929. 
Famine reigned in the Ukraine. Food supplies for the towns 
were very small and grain had to be requisitioned by force. 
Now the output figure for tractors in the last Five Year Plan 
was 720,000. With a steady supply of machinery and with 
favourable weather conditions for the last two years, the 
Soviet authorities claim that the harvest brings in 127 million 
tons of grain. The grain supplies for stocks and for the 
towns (the so-called commercial grain), it is claimed, accounts 
for 40 per cent of the total. The resistance in the Ukraine 
was broken by 1933. The other main centres of resistance 
have since been broken. Besides, the migration of the farmers 
is to be extended over ten years, though some Soviet papers 
argue that the process may be speeded up. 


Japan Welcomes Mr Dulles 


[FROM OUR TOKYO CORRESPONDENT] 


Japan’s political leaders whipped themselves into a demo- 
cratic ecstasy of pacifism in preparation for the arrival this 
week of Mr John Foster Dulles as ambassador to plan 
a peace treaty and reach agreement on Japanese rearmament. 
The crisp Tokyo air is clouded with honourable doubletalk 
about Peace, beautiful” Peace, and Prime Minister Yoshida 
was credited with a plan to release a flock of white doves 
carrying United Nations’ flags in their beaks at Haneda 
airfield when Mr Dulles arrived. The situation is ore dear 
to the heart of Japanese international bargainers. They know 
exactly what the Americans want—which is largely what 
they themselves want. In the classical Japanese tradition, 
they are accordingly denying that that is what they want in 
order to get more of it on more advantageous terms. 


Prime Minister Yoshida piously leads the apparent 
Japanese opposition to the rearmament of Japan. He insists 
that Japan must have “ national independence ” and “ burn- 
ing patriotism,” but shudders away from the idea of another 
Japanese army, and blandly quotes General MacArthur’s own 
sonorous words, in the new democratic constitution, 
fenouncing armed forces for Japan “ forever.” Adopting a 
More prosaic attitude, Finance Minister Ikeda claimed last 
week that “it would be utterly impossible for Japan to 
finance rearmament” and stated that he had “no thought 
whatever of compiling a budget that makes any provision 
lor rearmament.” 


The Japanese Socialists alone appear honestly and sincerely 
(0 Oppose rearmament, but their arguments comprise little 
cle than vague hopes. For instance, Secretary-General 
Inejiro Asanuma of the Social Democratic party rests sternly 
on his party’s resolve to continue its “peace movement 

sed on humanity to achieve the ardent wish of mankind to 
‘xterminate war.” The Japanese people generally want war 
‘s little as most people anywhere want war. But they will 
‘cept an army with a shrug. And, anyway, the people’s 
rew still matters little in Japan, despite the singular 
American delusion that the nation has been satisfactorily 
democratised inside five years. : 

é Japan’s leaders are, of course, privately delighted at the 

Sctediting of the occupation-dictated constitution before 
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even the end of the occupation. Despite their profound and 
grateful obeisances, they hated it as a compulsory conqueror’s 
monument to their defeat and humiliation, and they would in 
any event have moved to amend or modify it by due 
“democratic” processes once the opportunity presented 
itself. Now the opportunity is prematurely here. 


The real demands and wishes of Japan are contained in a 
privately circulated series of recommendations prepared and 
submitted this week to Prime Minister Yoshida by four 
influential managerial associations—the Japan Management 
Association, the Federation of Employers’ Association, the 
Federation of Economic Organisations, and the Osaka 
Management Association. They include the following: 
Peace with “ majority nations”; rearmament, “in the 
interests of domestic peace and order and national defence ” ; 
territorial and immigration considerations, “in view of the 
extreme difficulty of maintaining the livelihood of the 
Japanese people within the present territory ” ; the unfreezing 
of frozen Japanese assets overseas; and permission to 
organise “industrial defence corps” in key industrial plants 
deemed “susceptible to possible rioting.” 


In addition, Japan’s Economic Stabilisation Board is work- 
ing independently on proposals for Government and private 
loans from the United States for the development of Japanese 
industries—especially power plants, shipping and machine- 
tool plants—and for financial and material aid for the 
equipment of a Japanese army. 


Apart from the comforting knowledge that the Americans 
want to persuade them to do what they fundamentally want 
to do anyway, the Japanese have another strong bargaining 
argument in their huge manpower resources—the one cardinal 
weakness in all United Nations planning. It is expected that 
the Japanese Government will insist on the development of 
an armed force which will be intrinsically and sturdily 
Japanese, with no suggestion or hint of “a mercenary United 
Nations force.” 


Meantime, while the pacifist Yoshida prepares to yield to 
the blandishments of the warlike Dulles, the training of the 
nucleus of the new Japanese army is already actively under 
way—75,000 recruits of the National Police Reserve, mostly 
ex-servicemen and officers, who rushed to enlist within two 
weeks and who wear a smart army uniform and—in harmony 
with Japan’s present mood of expedient pacifism—an insignia 
amusingly compact of a new white dove of peace and the old 
rising sun of war. 


The French Budget for 1951 


[FROM OUR PARIS CORRESPONDENT] 


Tue crux of the French budget for 1951 lay in the acceptance 
of 740,000 million francs of military expenditure. M. Pleven’s 
insistence upon pressing the vital part of the corresponding 
appropriations through the National Assembly on the last 
day of the old year has paid the Government handsomely. 
With the new taxes safely on the statute book and with the 
“ provisional twelfths ” to go on with (the monthly advances 
voted by the Assembly pending the passing of the several 
chapters of the budget), MM. Petsche and Fauré may regard 
their task as virtually complete. The one remaining un- 
certainty concerns the 25,000 million francs of economies 
which the Government must specify by February in order 
to balance the rearmament budget. (The original total of 
165,000 million francs of mew taxes was provisionally 
lowered to 140,000 million in the course of the debate, the 
Government reserving the right to increase the new voted 
taxes to the extent that the proposed economies are not 
implemented). 

In expenditure the massive increase has been on the armed 
forces, a rise of 180,000 million francs (excluding the 
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140,000 million of American aid). The civil budget, which 
stands not much higher than last year, nevertheless contains 
many supplementary expenses, including a rise in the salaries 
of civil servants and in war veterans and old age pensions 
and an estimated deficit of 90,000 million francs in the state 
railways. These extraordinary charges are masked by con- 
siderable administrative economies. 
The 1951 budget compares with its predecessors as 
follows : 
Frencn Bupcets or 1949-51 
(‘000 Million Francs of 1950) 


1949 | 1950 | 4952 








‘ sesialiiad allie sais ; pepaceteemetinegeree aa rer 
Cowl mepemniQene oo cs co 0'k:n sano Caccnsns deecess | 950 950 | 41,040 
Military empemditure 6. so. sss db ccdesdececceees 432 420* | 740t 
Civil equipment and reconstruction ...........+- 132 141 | 155 
BOUSE. a ses cégan a vdniescanesbecabesnd 1,514 1,511 | 1,935 
Reconstruction : War damage ..........ssse00- 30 | 329 318 
(buildings, railways, merchant fleet) 
Productive investments (Plan Monnet) .........-- | 317 398 362 


Goat DHGM. 0. vsdnouinssnatedonanies 2181 | 2,238 | 2,615 
aor 





“*19 percent. f29percent a 

In order to give priority to rearmament, the credits for 
modernisation and equipment (Plan Monnet) have been 
substantially reduced from 398,000 million to 362,000 
million francs. Of the latter amount, moreover, 80,000 
million may be spent only if corresponding receipts accrue 
from loans floated by the public utilities. The exact extent 
of the reverse to French industrial development occasioned 
by the special rearmament budget is hard to determine. 
Electricité de France, which has vast hydro-electric and 
thermo-clectric projects in hand, probably loses the most. 
The Communists are making as much as they can out of the 
curtailment of the Monnet Plan: i.e. guns instead of dams 
like those in the Soviet Union. Yet, from an electoral view- 
point it is clear that out of the 355,000 million francs special 
rearmament fund only the §0,000 million francs to be 
secured by a National Defence Lean might have been 
attributed to investments. The American aid is strictly 
military and the new taxes would not have been proposed, 
let alone voted. 


M. Petsche’s original projet de loi, which the Assembly 
by its voting of the military budget has substantially main- 
tained, is as follows: 


Tue FrRENcH BupGET FoR 1951 
(000 Million Francs) 


| 
EXPENDITURE i REcEIPTs 





Parr I1—(General Budget) : 
Ordinary civil expenditure ... 


; ee a ok, Bi 
Part I—(General resources) | 
All previous taxes as at Dec- 





Reconstruction and equipment ember 31, 1950 ......... | 1,855 
of State property.......... Increased fiscal control. .... 20 
Counterpart of Marshall Aid | 
TIRED Aved.co cess sue oss |} 1s 
(Military Budget) 
Metropolitan France ........ Treasury loams ........... | 380 
Gendarmerie. ...........005- 
en EwOCRR Tarte | 
territories ......... i 
Pecniapeemicipts 
| 2,170 
Part Il—(Special armament ~———— 
Part li—(Budget for Recon- fund) : j 
struction and investment) : New taxes................ ; 165 
Renewal of war-damage ..... United States Military Aid. . 140 
SE Sk ncg's « trGdenee ae National Defence loan ..... 50 
Merchant navy and railways . 
PD. ca he oo sckdas cue 
oe 





— 
Granp TOTAL ........ 525 


~ SUPPLEMENT 
(Credits conditional upon the Raising of Resources) 














Reconstruction and equipment State-guaranteed loans (post 
of State Fi i4eedess 10 office & other public utilities) $0 
Investments (Monnet Plan) .... 80 
90 90 
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The main gap in receipts, in comparison with last year 
is caused by the reduction of Marshall Aid counterpan 
funds by 135,000 million francs (on the original estima 
for 1950). Reinforcing the huge increase in the military 
budget this void has necessitated fiscal measures that jus 
about scrape the bottom of the barrel. The principal added 
burdens in 1951 are a jump in the tax on companies’ profits 
from 24 per cent to 34 per cent and a rise in the production 
tax from 13.50 per cent to 14.50 per cent (also from 4.75 
per cent to §.50 per cent on certain services and other 
exchanges). 


The production tax, which is levied only once in the 
chain of exchange—when the finished product passes from 
the producer to the distributor—is a great fiscal stand-by in 
France because it is the easiest of the indirect taxes to 
collect. In this respect it differs from the tax on transactions, 
which is much harder to track down in an economy in which 
self-employed artisans occupy so prominent a place. (The 
transactions tax, with its two-tenths added since 1948 is, 
however, also a pillar of the 1951 budget.) This year the 
Ministry of Finance considered reintroducing the luxury 
taxes—on furs, scent, night-clubs, cafés, etc.—which were 
levied during the war. But the scheme was turned down; 
partly because “luxury” is a word capable of no adequate 
definition in France (necessities are luxuries and luxuries 
necessities) ; partly because such taxes if levied are apt not 
only to be uncollectable but also to stimulate fraud on the 
transaction tax: for the small tradesman, faced with a tax 
both complicated to compute and, when computed, liable to 
dispel his clientele, is inclined to pay no taxes on the 
philosophy that he may as well be hung for a sheep as a lamb. 


The tax on companies’ profits has, as usual, been harshly 
received by the business community, which argues, first, 
that it hamstrings an economy which must expand its existing 
resources if only for the sake of future revenue ; secondly, 
that it hopelessly prejudices the state’s chances of borrowing. 
The same section of the community is strongly in favour 
of a “ fiscal amnesty ” for all those whe have hidden resources 
for the same reason that this capital might serve the staie. 
(M. Fauré, Minister of the Budget, is at present studying 
the conditions of such an amnesty.) 


The least onerous taxes appear to be those on petrol and 
tobacco. Although petrol is over five shillings a gallon, the 
motoring class does not stint itself and could probably pay 
more. If, as is probable, the 25,000 million francs of pro- 
posed economies are not achieved and consequently the new 
voted taxes must be increased, the only margin seems ( 
reside in these consumers’ taxes. 


Booming Pakistan 


[FROM OUR KARACHI CORRESPONDENT] 


By now it is fairly obvious that a good fairy must have 
attended the birth of Pakistan, and that the boon she con- 
ferred on the infant princess was that she would always be 
lucky in her financial and commercial ventures. Alas, as 5° 
often happens in the pages of Hans Andersen, among those 
present was also a wicked fairy who bestowed the curse of 
corresponding political ill-fortune. Politically nothing has 
gone quite right for the country: the Kashmir dispute should 
never have been allowed to begin and, once should 
have been rapidly smothered at birth; Afghanistan’ 
malevolence was totally unexpected and seems unappeasable ; 
and the Bengal troubles mostly owed their origin to the 
Hindu irredentists of West Bengal, who have never forgve? 
Pakistan for coming into existence at all. 

But economically Pakistan has had much better fortune 
Again and again during these years it has seemed that 
the Commerce Ministry or the Finance Ministry has taken 
the pitcher once too ete to the well, but always it sec™® 
to come back unbroken, thanks to the intervention of 
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providence in one ferm or another; there has been an 
unexpected windfall of revenue, or a sudden sharpening of 
world demand, or a bumper crop, or even—when the 
situation demanded it—an exceptionally small crop. It would, 
of course, be churlish to deny that there has been good 
judgment as well, but luck has certainly played a big part. 

The biggest gamble was the decision not to devalue the 
Pakistan rupee, and events have proved that this was largely 
justified. The chief virtue of the decision was that it put 
the lid on inflation. Prices of rice and wheat dropped along 
with prices of jute and, temporarily, cotton, and all agreed 
that this was thoroughly healthy. Yet hardly a soul expected 
that the Pakistan rupee could maintain its ascendancy over 
the Indian rupee for more than a year. Jute and cotton 
exports were the main factor in the problem, with wool and 
hides and skins next in importance. But from the time when 
the Korean affair started a world-wide rush to stockpile raw 
materials, the Pakistan Government has been able to sit back 
and watch the prices of its export commodities rising steadily 
and, in some cases, spectacularly. Wool never caused the 
slightest anxiety and, even with the rupee standing at 2s. 2d., 
it has been fetching record prices, so much so that the 
Government has been able to impose an export duty of 25 
per cent ad valorem. The hides and skins market was dead 
for a time, but this, too, has recovered and is in a healthy 
condition. 


Jute was the main anxiety. The short-term quasi-barter 
deal with India helped Pakistan through the first jute year 
(July, 1949, to June, 1950), but the Government of India, 
when approached in September, 1950, for another short-term 
agreement, would have none of it ; the Pakistan jute grower 
was to be left to get along as best he could, and India would 
not help to bolster up the Pakistan rupee. It has since, 
however, turned out that the Indian jute mills are in a far 
worse state, and the Government of India has, it is under- 
stood, had to reopen negotiations. The Pakistan Govern- 
ment may not be interested in these, for the foreign jute 
demand is exceptionally keen, and baling and shipping 
facilities in East Bengal have been greatly improved. Thanks 
to the opening of the new port of Chalna, December 
shipments of jute reached an all-time record, and, with 
half the jute year gone, over half the current crop has been 
shipped. 

Cotton behaved almost as sensationally as wool. With a 
smaller American export quota, world prices firmed up to a 
point where the Pakistan rupee ratio was no obstacle 
whatever. In fact, the rapid rise in prices after the Korean 
outbreak forced the Government to intervene, in order to 
steady the market, by increasing the export duty from 
Rs. 60 to Rs. 300 a bale. After a brief hesitation, keen 
buying was resumed. Unfortunately the foreign buyers 
were shabbily treated by the Pakistan Government and may 
hot easily forget this, for the duty was at buyer’s risk in 
nearly all contracts, and the Government made no exemption 
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in favour of outstanding contracts. This meant that the 
buyer of 1,000 bales had to amend his letter of credit by 
adding no less than £25,000 to it. 


Out of this transaction the Government receives a windfall 
of about Rs. 24 crores (over £25 million at the present rate of 
exchange) which for a Government whose total annual 
revenue is only Rs. 115 crores is no small amount. The 
Finance Minister, Mr Ghulam Mohammed, will in any 
case have little difficulty in balancing his budget on the 
revenue side, and it is possible that the whole windfall will 
be earmarked for the Government’s first year expenditure 
under the six-year development plan, which forms part of 
the Colombo Plan. It would nearly cover the amount 
scheduled for this purpose. Pakistan is also fortunate in 
finding itself comfortably self-sufficient in rice and with a 
surplus in wheat, at a time when India is faced with the 
necessity of importing over 3,000,000 tons of food grains. 


Nevertheless, these same world conditions, which have 
given Pakistan such striking immediate advantages, carry 
with them long-term disadvantages which cannot be ignored. 
In the first place they militate against the industrialisation 
of the country and the fulfilment of the six-year development 
plan, for Pakistan is short of many basic materials, and its 
industries have to depend largely on supplies from abroad. 
The Government has now joined in the general rush to 
stockpile such commodities as iron and steel and non- 
ferrous metals, but it is somewhat far back in the queue 
for the dwindling supplies. This may result in a serious 
set-back. Secondly, the easy money conditions for trade 
are tending to perpetuate a fundamental weakness. Few 
Muslim businessmen have any idea of building steadily and 
solidly for the future by investing in industrial enterprise, 
and they generally prefer a rapid turnover and quick profits. 
It is recognised on all sides that this has been the main 
reason for the shyness of indigenous capital, and the Govern- 
ment has been fighting against this tendency; at present, 
however, it seems to be fighting a losing battle against the 
demoralising influence of easy trading conditions. 


Political Currents in 


South Africa 


[FROM OUR JOHANNESBURG CORRESPONDENT] 


HavInG increased its own majority at Pretoria East and 
reduced the Nationalists’ majority at Smithfield, the United 
Party surveys the political scene with a slightly more hopeful 
eye. There have even been rumours that Dr Malan may 
rush into a General Election in 1951. But the Nationalists 
are hardly likely to follow the fatal course of the Scots at 
Dunbar, and come off their hill on to the plain. Early in 
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the new session of Parliament, which began last week, the 
Nationalists hope to knock the tenacious Cape Coloured 
voters, who support the Unity Party and spoil the beauties 
of Table Mountain and are objectionable in other ways, off 
the common roll where they have been since 1853. But the 
Nationalists will not reap their political advantage until 
after the Delimitation Commission has redistributed seats, 
and its report, based on the 1951 census figures, can scarcely 
be ready before mid-1952. The other possibility is a general 
election fought in the event of war. But this would hardly 
put the Government out—times, the enemy and the 
Nationalists have all changed since 1939—while Mr Strauss, 
the United Party leader, is reported to be stoutly 
opposed to entering into a coalition even if the Nationalists 
offered it. 


Dr Malan is 76. If he dies or retires, he will be suc- 
ceeded by Mr Havenga—who, however, is 69. Mr Havenga 
will now never be more than a caretaker Prime Minister. 
Who, assuming the Nationalists remain in power, would 
succeed him? Dr Malan’s choice is Dr Donges, 52, wily, 
and robust. The bland pipe-smoking Dr Donges might 
manceuvre a squirming United Party into having a try to out- 
thunder him as the defender of “white South Africa,” 
opposed to the United Nations interference yet firmly anti- 
Communist, pro-West and if necessary pro-war. This is 
the current Nationalist line, and it presents the United Party 
with considerable difficulties. Die Burger, with a smile of 
austere satisfaction, enjoins the United Party for its own 
good not to give the appearance of being a “ fifth column ” 
supporting Uno over South-West Africa. Mr Oswald Pirow, 
prophet-fuehrer of the Nuwe Orde and indefatigable hander- 
out of all-round knocks, professes bewilderment that the 
Nationalists should continue to send Ministers to Lake Suc- 
cess to be shot down by an international organisation, “ three- 
quarters ” of whose members would have to leave if South 
Africa’s “ justified” colour-bar were ever applied to Uno 
itself. Die Burger, and the new Minister of Mines, Mr J. H. 
Viljoen, jointly chant that the happy alliance between Dr 
Malan and Mr Havenga could be the forerunner of “ unifica- 
tion on a much broader basis.” 


But lurking in the wings, with all the unobtrusiveness of 
the trained elephants about to enter the circus ring, are 
Mr J. G. Strydom and the Ossewa Brandwag under its 
remarkably patient leader, Dr Hans van Rensburg. Already 
hailed by his enthusiastic supporters as next Prime Minister 
and first President thereafter (with Dr Donges thus relegated 
to the role of MacDuff), Mr Strydom effectively controls the 
Nationalist caucus and rules the Transvaal Nationalist 
organisation, of which he is undisputed boss, with an iron 
hand. No aspiring Nationalist has much chance of parlia- 
mentary nomination without the approval of this large- 
lunged, broad-chested man with the disturbingly hypnotic 
gaze—like some other political seers, Mr Strydom watches 
visions in the air without ever losing his grip of the political 
machine. 


Demands for a “ Real” Republic 


Dr van Rensburg stands aghast at Mr Strydom’s side. 
Aghast, because he sees piffling apartheid replacing sturdy 
republicanism as the chief Nationalist slogan. While Mr 
Pirow merely jeers at the penchant of Nationalist Ministers 
for rushing overseas to attend conferences, the Ossewa 
Brandwag more sternly cries out against the newfangled 
notion of a republic “within the British Commonwealth ” 
which to those suspicious minds would be almost worse than 
no republic at all. Dr van Rensburg once threatened to 
bring his commandos into Johannesburg, and learned much 
of profit and interest at the Brown House in Munich. Mr 
Strydom still staunchly holds to the view that Adolf Hitler 
could and would have been the saviour of Europe against 
Bolshevism, if Britain, America and Smuts, their handyman, 
had not wickedly conspired to destroy the Brown bulwark 
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against the Red flood ; and his leather lungs have also fr¢. 
quently demanded a real republic. 


Awkwardly placed over UN “interference,” the Uniteg 
Party must not be regarded as in other matters just the 
Tweedle-dee to the Nationalist Tweedle-dum.  Hazlit; 
poured scorn on Tories and Whigs as two stage-coache 
bound for the same destination but splashing each othe; 
with mud on the way. To apply the metaphor to the United 
Party and the Nationalists would be tempting, but unfair. 
It is true the United Party programme includes “ social and 
residential separation of the races,” “ prohibition or avoid- 
ance of racial inter-marriage,” and other apparent pale 
reflections of the Nationalists’ gaudy vote-pulling apartheid, 
Yet the United Party will fight with every weapon at its 
command against the proposal virtually to disfranchise the 
Coloured voters, and not just because of the effect this wil] 
have on its own political chances, Dr Malan cannot get the 
Coloureds off the common roll without a frontal attack on 
the Constitution, and it is over this that the United Party 
is sticking in its toes. It also genuinely objects to the 
Nationalists using apartheid to make enemies for South 
Africa and isolate it from the rest of the world, by insisting 
on “special” hygiene for Indians travelling on State aero- 
planes, and barring the entry of delegates to international 
conferences unless they are of “pure European descent” 
(which may make it impossible to hold the joint congress 
of the South African and British Medical Associations that 
was to assemble in Johannesburg in 1951). 


The Native Problem 


Others too have misgivings about Nationalist policies. 
The chief misgivers are, of course, the 8,000,000 natives. 
represented by their highly intelligent leaders in the Native 
Representative Council, now threatened anew with abolition. 
Burly but soft-spoken Professor Z. K. Matthews, who wa: 
born 49 years ago of Bamangwato parents who emigrated 
from Bechuanaland to the Cape, and has studied at London 
and Yale and served on a British Royal Commission on 
Native education in 1936, has declared that the natives do 
not want equality but will not tolerate a “ master-servant ” 
relationship between white and black. 


Some Nationalists would like to get on good terms with 
the NRC. Die Burger regrets the latest ban, which prevents 
natives from other African territories from studying at South 
African native colleges, as unwise. The Dutch Reformed 
Church is divided. At the funeral of a policeman killed by 
natives in the Witzieshoek riot, the Rev. W. F. Venter 
recalled that the dead man was a great-grandson of the Voor- 
trekker David Malan who was murdered by Dingaan, and 
darkly declared: “We shall continue to have a history of 
conflict between European and non-Europeans which eventu- 
ally will lead to the flow of blood we see in the distant 
future.” But Dr Ben Marais wrote from the United States, 
where he represented the DRC at the congress of the World 
Council of Churches, that “ the friendly feeling towards 
South Africa and our Church which I encountered here i0 
1935-6 has changed to an ice-cold atmosphere of criticism 
and condemnation.” 


All these voices carry weight. But it is certainly premature 
to think in terms of a swing-over from the Nationalists 10 
the United Party—though some forecasters have pointed out 
that the 200 to 300 vote shifts at Pretoria East and Smith- 
field would, on a national scale, do the trick. More probable 
is a “ moderate” Nationalist policy as favoured by Mala0, 
Havenga and Donges—continued membership of Uno, 10 
isolationism or neutrality, cold republicanism, and 
apartheid reached only by gradual . Mr Strydom 
would then be to a Malan or his successor what Malan was 10 
Hertzog, a dangerous but not fatal thorn in the flesh. And 

even General Smuts agreed to fusion with Hertzog; 
Mr Strauss might not in the end be able to resist it with the 
moderate ” Nationalists, 
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Rearmament and Civil Aviation 


1. face the new year hardened by the pressure of world 
events. The rearmament programme takes shape and is 
being tackled with a will, No country was quicker to recognise the need 
than Great Britain, although the fact was for long obscured by our necessary 
concentration upon industrial and economic reconstruction in the general 
sense, universally recognised to be of prime strategic importance. 


It is probable that in addition to the reinforcement of 
American air forces on the Continent and in England we shall see American 
fighters being flown by the Royal Air Force in the near future, bridging the 
gap until British production can build up. For all such support we are thank- 
ful_—it is indeed necessary to the interests of both America and ourselves. 


Steps which de Havilland took within a year of the end 
of the last war, to produce Vampire fighters for export in response to an 
envisaged demand, yield four valuable benefits to-day. They have resulted in 
the establishment of a fighter manufacturing organisation, strong and well 
dispersed by subcontracting, able to be swiftly expanded for rearmament ; 
the sale of Vampires in large quantities overseas (when only small numbers 
were needed for our own forces) has resulted in development of the design in 
regard to performance and functional versatility, leading expeditiously to the 
Venom and beyond ; the fighter strength of thirteen Dominion and friendly 


powers has been built up ; and millions of pounds’ worth of export trade has 
been eHected to aid British economy. 


Because this effort has been paralleled in the civil field, 
by world-wide sales of the Dove light transport, leading now to the Heron, 
and by the realisation of the Comet jet airliner and the Ambassador inter-city 


liner, the rearmament requirements can be satisfied without jeopardising 
export business so long as war is averted. 


Of these considerations the ones which are vital in the 
situation with which the new year opens concern the progress which has 
been made in fighter production and in design towards the operational needs 


f the period ahead, 


DE HAVILLAND 
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what they pay out in dividends. Many of these 
margins are substantial enough to give the investor 
high hopes that his patience during the past few years 
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Tyre retreading had a bad name in 1933 when the 
Tyresoles process was taken up by Simon. Warnings 
were ignored and risks taken in a totally unfamiliar 
field in the knowledge that the new process was technically 
outstanding. There are now over a hundred Tyresoles 
works in Britain and abroad, and force of example has 
helped to create the present high reputation of the 
retreading industry. The original Tyresoles patents 
have expired, but concessionatres in over thirty countries 
gladly pay for the use of the plant, services, know-how 
and new patents provided by Tyresoles Ltd. and Tyresoles 
(Overseas) Ltd. 
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THE BUSINESS WORLD 





Fuel in the Fifties—I 


How Many Miners ? 


HIS winter’s fuel crisis is a matter for vigilance. Its 

risks are thoroughly appreciated in the country, but 
they will not be averted by discussion or by such emer- 
gency measures as the Minister of Fuel and Power has 
ordered. The National Coal Board can contribute little 
beyond an anxious concern to get more output in time. 
Given kinder weather than planners deserve, the country 
may scrape through the next eight weeks with inconveni- 
ence but without industrial dislocation. But it knows 
how Micawberish are the margins upon which British 
coal supplies are balanced. Four million extra tons of 
coal—a week’s output—would meet the primary needs 
of consumers ; without them, stocks are tumbling and 
customers are starved of fuel. The shade of Micawber 
haunts the corridors of Ministry and Board’; something 
may turn up to save the situation, including the mercy 
of mild weather. 


What matters most about this crisis, the second in 
four years, is its bearing upon fuel prospects for the 
next few years—the near future of practical reality as 
distinct from the middle distance of the mid-sixties 
upon which the Coal Board’s recent plan for coal was 
focused. Is the failure of 1950-51 a culpable but non- 
recurring breakdown of policy or practice, or is it, as 
some people close to the facts of the industry fear, only 
the opening of a chronic coal shortage in the fifties ? 


The industry’s 15-year plan is of limited assistance in 
considering this question. The practical men who 
devised it were concerned with coal fifteen years from 
now, not with coal during the next fifteen years—a fact 
that left them a certain latitude and partly disarmed 
their critics. Their private expectations about 1950 to 
1965 seem to be vague and heavily qualified. On certain 
assumptions, the plan postulated a rise in the industry’s 
annual output to 240 million tons by 1965 ; this would 
represent an average cumulative rise in output of about 
1.2 per cent a year from 1949 until then. This rate of 
increase was exceeded in 1948 and 1949, but not in 1950. 
Such a rise in output would not be spread evenly through- 
out the fifteen years. In the early part of this period, 
only modest benefit would be reaped from large-scale 
development schemes and output per manshift could 
not be expected to rise as fast as in recent years. The 
plan assumed, with reason, that the industry could not 
afford to lose much labour until perhaps the mid-fifties. 
To accept any immediate reduction of the industry’s 
manpower from the 1949 figure of 700,000 men to the 
Planned 1965 figure of 618,000 men would reduce out- 
Put. Recent new investment might provide a small 
annual rise in output per manshift until say 1955, suffi- 
cent with a somewhat diminishing labour force to carry 
cutput to a level slightly higher than in 1949. “ Slightly 
higher ” is vague enough ; but clearly the first third of 
the period, up to 1955, is likely to see much less than 
a third of the extra 38 million tons a year expected to 


accrue by 1965. In the second quinquennium, large 
plans would begin to mature and output per manshift 
should rise more sharply, while in the last this rise should 
be accentuated. Not until these later years would it be 
safe to let the industry’s manpower run down really fast 
(which means, ideally at least, continuing to recruit young 
miners but taking less trouble to persuade older ones 
to stay). Thus the prospect for 1955 is an increase in 
deep-mined production of much less than thirteen million 
tons a year. But thirteen million tons a year is the 
planned level of opencast production for the last two 
years. And by 1955, on present lines of policy, output 
from opencast workings will have dwindled to little or 
nothing ; early in 1950 it was calculated that 45 million 
tons of coal were economically worth winning by this 
method, and last year twelve million tons was removed. 


x 


Given the assumptions of the Coal Board’s long-term 
plan, it seems that by 1955 the biggest conceivable in- 
crease in deep-mined coal production would only cover 
the expected decline in opencast production. The real 
gains, from continuous mining and other technical 
developments, will come only in later years. The prospect 
of perhaps as much coal in 19§§ as is sufficient today is 
profoundly disturbing, even though the years imme- 
diately after 1955 might bring quickening increases in 
output if the plan works. Unfortunately, doubt has even 
been cast on this pace of progress because of develop- 
ments since the plan was completed. The assumption 


that labour for the plan would be available in the right 


numbers and at the right places now looks very shaky. 
Last year the industry lost twenty thousand men ; and 
the men are not staying where the plan assumes that they 
will—in the South Wales anthracite area, where the plan 
demands 18 per cent more men by 1965, there was a fall 
of 6 per cent last year. The change in the total number 
of miners since the plan was devised would set the Coal 
Board’s man-power division the task of engineering. not 
a gradual decline throughout the fifties, but an actual 
increase for some years, if the man-power curve postu- 
lated in the plan were to be regained. Recruitment of 
young men is being hampered by a large block of older 
men working at the coalface, so that youth can only 
slowly rise in skill and earnings. In practice, despite the 
present expedient of importing trained Italian miners into 
surface and haulage jobs to release British miners for the 
coalface, the Board is making little attempt to recruit 
men from outside the mining areas. Of the body of 
“ foreigners ” recruited in 1947—both from abroad and 
from “ white” non-mining areas—only a number of 
Poles and European voluntary workers remain, working 
fairly effectively in most pits. The majority of the men 
who were attracted by the general recruiting drive for 
coal—and whose lack of skill and need for training 
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brought a decline in output per manshift—have since 
left. In mining areas, despite its attractive “ Ladder 
Plan” for promotion, the Coal Board is recruiting only 
about 7,000 young men a year to stem wastage. 


If the manpower assumptions upon which the plan 
was partly based prove incorrect, the plan becomes un- 
tenable. A considerably more pessimistic, but upon the 
face of it more realistic, hypothesis is now being con- 
sidered. In practice, recruiting officers have found that 
at present the mining communities are the only useful 
source of recruits. The new hypothesis examines the 
implications of that practical view. The industry’s present 
labour force is far from ideally balanced ; at the end of 
1948 there were roughly 220,000 young men under 30, 
330,000 miners between 30 and 50, and 160,000 older 
miners over 50. Since 1870, it is argued, the mining 
villages have fed the industry’s manpower from miners’ 
sons. The growth of miners’ families increased the 
proportion of miners to the total working population from 
6 to 8 per cent between 1870 and 1913. From 1920 
until the mid-thirties some 400,000 more miners left the 
mines than the number of recruits that entered them. 
Between 1935 and 1950 the industry took in and 
retained those who are now the younger miners of 
between 15 and 30—roughly 200,000 without the 
foreigners ; there may have been between 425,000 and 
500,000 miners’ sons alive in those years, of whom the 
industry succeeded in attracting only about 40 per cent. 


* 


In the course of the next fifteen years all miners over 
50 will leave the industry. The industry plans to lose 
80,000 miners by 1965, but there will also be “ natural 
wastage” of mining manpower at all ages ; as a result 
the Board may have to make up a loss of 300,000 
men during the fifteen-year period. Upon the 
practical recruiting assumption that only mining 


' communities produce miners who stay in the industry, 


it must look to the miners’ sons of today to make up the 
loss. And the frightening fact is that one cannot find 
enough of them. Estimates are sketchy, but it seems 
doubtful whether there are more than 220,000 to 250,000 
miners’ sons ; and all the boys who will enter the industry 
by 1965 have now been born. If the industry manages 
to attract only the same proportion of miners’ sons as it 
has in the last fifteen years, and if outside recruitment 
still fails to produce useful miners to stay, the coal plan’s 
manpower assumption would fall apart. The industry on 
this worst hypothesis might get 100,000 men to replace 
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300,000 ; and instead of a fall in manpower to 618 99, 
by 1965, or an average loss of 5,300 a year, it might 
have to face a fall to 418,000, or 18,600 4 year 
Incidentally, this last average is slightly lower than th; 
annual decline of 1949 and 1950. 


x 


If such a catastrophic fall in manpower were 
to occur, what would it mean in terms of coal ? On th: 
output per manshift for 1965 assumed in the coal plan, 
it would mean missing the target of 240 million tons by 
80 million tons. Extraordinary measures would no dou: 
be employed to draft outside manpower to the mine; 
should such a crippling wastage continue into the |ate 
"fifties, with effects upon output which cannot be guessed. 
But in the short term, perhaps up to 1955, the trend that 
has already set in may not yet seem sufficiently alarming 
automatically to set in train emergency measures. If by 
better recruitment the National Coal Board were able to 
reduce the rate of continuous wastage to only 14,000 
men per year, the loss of seventy men would 
mean in five years a loss of twenty million tons of coal to 
be made up by increased output. That would need a rise 
in productivity, over the five years, of perhaps ten per 
cent ; this is not likely, but perhaps, remembering the 
new techniques, not impossible. But such a prospect 
would mean that at best output was held near the 205 
million tons a year mark ; and unless opencast production 
could be prolonged Britain in 1955 might dispose of 12 
million tons of coal less than it has had in 1950. 

This whole pessimistic hypothesis is worth airing if 
only to throw the assumptions of the Board’s long-term 
plan into perspective ; it is fair to say that its implica- 
tions are not being ignored in the industry. Figures 
apart, the implications of the sociological argument alone 
are alarming. When a way of life goes out of fashion with 
such good reason as mining it is hard to arrest the trend. 
Whether the “ flight from the mines ” could be checked 
by the pressure of propaganda seems doubtful. A second 
incentive, featherbedding the miners, is the argument o/ 
Mr Horner. But the levels of extra wages, pensions, 
better conditions, or additional houses necessary steadily 
to bring in new miners, or persuade all born in the 
industry to stay and have larger families are impossible 
to foresee. And the financial consequences of such 2 
policy for a country whose industrial production 1s 
founded on coal—and not dear if not always very cheap 
coal—would be far too serious to accept without close 
examination of the country’s fuel needs and resources. 

(To be concluded) 
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Are Gilt-edged Vulnerable? 


RICES of gilt-edged securities have faltered in the 
P past few days, but it is not this flickering in the face 
of an apprehended rise in the international temperature 
‘hat calls for explanation in the market’s behaviour ; 
it is the sustained strength of gilt-edged ever since 
the spectre of massive outlays on defence first raised 
again its ugly head. This is not the only obscurity in 
the gilt-edged picture. There are, indeed, three principal 
questions. First, how far has the market’s strength been 
due to irrational factors and is it, therefore, vulnerable 
at its present level ? Secondly, if it is vulnerable, will 
the issue of steel stock on February 15th precipitate a 
change of trend ? Thirdly, what is the prospect for gilt- 
edged securities as the national economy takes up the 
full strain of its defence burden ? 


Movements in the market have not, in fact, been 
spectacular at any time since its rally from the violent 
sump of the summer and autumn of 1949. Barely a 
couple of points separate the present prices of long- 
dated and irredeemable stocks from those of end-1949, 
and scarcely more than that margin marked the extent 
of the market’s immediate fall after both the first and 
the second of the aggressions in Korea. Dated stocks, 
it is true, now yield up to half a crown per cent more 
than they did during the “home for Christmas ” 
buoyancy of late November ; but they still yield nearly 
half a crown less than they did before the Korean 
hostilities started. The moderation of these move- 
ments is scarcely less surprising than their general 
direction. An untutored observer might be excused for 
supposing that the international events of last summer 
held at least as great a threat for the future of gilt-edged 
as did the devaluation crisis of 1949 ; but any forecast 
based on this supposition would have been proved 
hopelessly wrong—so far. 


The immediate explanation of this paradox must 
be sought in the changing whims of investors and in 
monetary policy rather than in the underlying “ real ” 
factors. The balance between the fundamental influences 
that underlie the pattern of interest rates—the total flow 
of the nation’s “real” savings on the one hand, and 
the total “‘ real” demands on those savings on the other 
—has certainly deteriorated since last midsummer. 
The main cause of deterioration has been the large 
increase in investment outlay that is represented by 
Britain’s rapidly rising current surplus on its balance 
of external payments ; the direct impact of rising defence 
expenditure has presumably so far been relatively small. 
Production devoted to building up an export surplus 
calls for increased “ real” saving in much the same way 
as does an increase in capital works or defence expendi- 
ture at home—although it is true that part of the 
associated money incomes, notably the portion flowing 
through invisible exports into profits, may yield a high 
Proportion of new savings (or increased tax yields). This 
kind of self-financing d to a large extent on the 
ae of dividend moderation, and in —— it 

meet onl —perhaps a small —of the new 
demands, The eakps wher =. in which the pressure of 
real” demand has been relieved has been by drafts 
"pon inventories of food and materials—a non-recurring 


relief and one that actually presages added strain for 
the future, and threatens the level of production. 


The disequilibrium in the savings-investment account 
would assuredly have put pressure on interest rates but 
for one other development—ihe readiness of the 
authorities to pursue an expansionary monetary policy. 
The growth of a surplus on the balance of payments 
puts roughly corresponding strain on central Govern- 
ment finances ; this strain arises in various ways, but 
most obviously for the financing of gold and dollar pur- 
chases. During the second half of 1950 the Treasury 
appears to have met most of the resultant net demands 
upon it (after allowing for the reduction in Government- 
owned inventories) by additional borrowings from the 
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banks of newly created deposits. In effect, the addi- 
tional supplies of current sterling required by foreigners 
to pay for the goods represented by Britain’s export 
surplus (and to provide, also, their additional holdings 
of bank deposits and of sterling securities that represent 
last autumn’s capital inflow) have been furnished without 
reducing significantly the original volume of sterling 
funds available for domestic financing. Thus has the 
securities market escaped the pressure that might other- 
wise have been imposed upon it; but the balance 
between saving and investment has been achieved only 
by an inflationary depletion of stocks and by the genera- 
tion of additional savings and tax revenues through the 
effects of rising prices upon incomes. 


Against this background, the paradox of the market 
becomes somewhat easier to understand. Since the 
rising pressure of the “ real” forces has not so far been 
allowed to exert itself in the securities market, investors 
have found no compelling reason for reversing, or even 
discontinuing, the policies they were pursuing before 
Korea. During that period there was a tendency to 
move from cash into securities, and from short-dated 
into medium- or longer-dated stocks. There is no reason 
to suppose that the authorities, in their market operations 
as distinct from their monetary policy, have encouraged 
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this tendency in any aggressive way. During the second 
half of the year, they were almost certainly net sellers 
of securities—either by public issue (the £250 million 
issue of 3 per cent Funding Loan last November, of 
which only a small part was immediately subscribed by 
the public) or by market deals. In this respect the 
technique has differed markedly from the blatant efforts 
of the Dalton phase. But the very fact that the Novem- 
ber issue, as well as the British Electricity Authority 
loan earlier in the year, was pitched on a basis that 
inevitably compelled the “ departments” to subscribe 
the lion’s share makes it quite plain that the authorities 
were glad to capitalise the opportunities created by the 
willingness of investors to become somewhat less liquid. 
By biding their time, and creating new credit, they were 
able to peddle their BEA holdings on a rising market— 
and they hope to do the same with Funding Loan. 


The answer to the first question, therefore, scems to 
be that, although there has been much of the irrational 
in the recent behaviour of the market, it may be less 
vulnerable, on a short view, than the underlying factors 
would suggest—provided, of course, that the authoritjes 
are ready to create credit and do not press their sales. 


* 


The second question is whether, even so, the present 
level of gilt-edged prices may be unable to withstand 
the shock of the steel issue. In this context, the nature 
of the issue itself is probably not very material. The fact 
that there has lately been a demand for the 3 per cent 
medium-dated stocks has led to some suggestions that 
steel stock might carry this rate, with redemption dates 
in the middle to late sixties. But both precedent and 
orthodoxy argue for a long life for a compensation stock, 
and most competent observers remain convinced that 
a 34 per cent stock will be chosen ; such a stock, unless 
allotted at a premium, could on the present basis have 
a life extending to the next century, say 1995-2000, or 
even a little longer than that. The choice between these 
two alternatives is unlikely, however, to decide the 
degree of pressure that the operation will involve. The 
remaining private holders of steel shares who find gilt- 
edged securities an unacceptable alternative are likely 
to be just as ready sellers in either case. 


The precise amount of the issue is not yet known, 
but it may be expected to approach £300 million. The 
amount to be allotted to private holders, however, will 
be much less than this. During the past four months 
or so there has been a steady flow of steel securities to 
institutional buyers seeking a cheap route into gilt-edged. 
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Thus the impact of the operation has been well cushioned 
already. Even so, prospective sellers of the new stock 
may be sufficiently numerous to offer a significant threat 
to a market left to its own devices. But the authorities 
will have both the wish and the moral duty to provide 
a shock-absorber. They will also certainly have ampl: 
resources for the purpose ; and, in the light of recen 
monetary policy, it seems most unlikely that they wil 
be deterred from using them by the thought that, by » 
doing, they will be diminishing the rate of contraction 
of bank credit that seasonal factors are already producing 
The answer to the second question, therefore, seems to 
be that, short of a coincidental shock from international 
politics, there is no reason to expect the operation to 
touch off any abrupt change in the market’s direction, 


These relatively reassuring conclusions for gilt-edged 
investors are, however, strictly related to the short run. 
In a fundamental sense, the market undoubtedly js 
vulnerable already. There is a dangerous assumption 
implicit in both the expansionist policy pursued by the 
authorities and in the complacency of investors in face 
of international danger and defence burdens. Both 
assume — though perhaps unconsciously — that the 
monetary policy for defence financing in a cold war can 
be the same as that adopted in total war. In the last 
war, the gilt-edged market was prevented from falling 
(and did, in fact, slowly rise) by injections of newly- 
created credit on a scale sufficient to meet whatever 
demands for finance would otherwise have put pressure 
on the market. But the only reason why this credit could 
be created without causing disaster to the war effort was 
that the spending of surplus money and surplus incomes 
was prevented by a network of physical controls and by 
other sanctions that work only in actual war. 


Those who assume that the pressures of defence can 
be financed similarly are taking for granted not only 
the speedy erection of a similar complex of controls but 
that such controls could work in peace with no mort 
friction and evasion than in war. All postwar experience 
—and especially the experience of the Dalton phase— 
shows this to be an entirely unwarrantable assumption. 
Eventually the controls will have to be buttressed by 
sterner disinflation and general retrenchment and by 
restraint in monetary policy. The first tentative stcps 
in this direction may, indeed, be witnessed even sooner 
than the market appears to expect. An effort, expected 
to be announced next week, to make “small” savings 
securities more attractive would in principle concede 
this whole argument—however carefully it might be 
presented as a limited concession to the “ small” man. 


Profits and Replacement 


TT last quarter of 1950 (as the accompanying table 
shows) saw another material increase in published 
“ profits.” With each month that passes, it becomes 
more and more desirable that accountants and economists 
should find an agreed definition of what profits are. The 
accountants are immersed in the intricacies of the 1948 
Companies Act and of postwar Finance Acts; the 
economists find it difficult to translate their concepts 
of profits and capital into the language of the market 

“ Profits” as they appear in com: reports— 
with the assurance of an auditor’s certincate that they 


me" a true and fair view ” of the results—are a 
ast. Some 646 companies whose reports appeare 

quarter cordon amend Ee Matin goats of 3° 
per cent, from £184.9 million to £218.8 million. But 
a growing number of ising accountants are now 


to question the economic 
figures. To some extent they have a “real” conteal, 
corresponding to increased output and to the mor 
efficient use of plant and equipment last year. To som 
extent also, they have an illusory content, corresponding 


to the rise in prices with its consequent increase 10 SX 





Sew f ao mo ses we oF 


ce fp’ > pf 


oOo fo ag 


a ee ee ee 6 ole el 








sure 





THE ECONOMIST, January 27, 1951 


called inventory profits. And, further, there is an 
illusory element of another kind, which corresponds to 
the inadequacy of the provisions for replacing used-up 
capital—the old argument of provision based on replace- 
ment cost versus provision based on original cost. 


This is well-worn ground. There are fewer accoun- 
tants nowadays who would reject—as many were 
rejecting only two years ago—arguments for the need 
to make provision for replacement on the basis of 
current costs. Last year’s inflation of costs and prices 
has made converts to this principle in unexpected places. 
When it is said that the “ profits” of 2,708 companies 
whose reports appeared last year increased by {£100 
million, many who would formerly have accepted the 
statement without demur now stop to ask what it really 
means. They observe that after deducting various costs 
and provisions (including depreciation) the residual 
“profit” was about £1,010 million, of which income 
tax and profits tax 
absorbed just over half 
at {508 million. It is, 
perhaps, this growing 
realisation that all pro- er enaeeenraneeremteennnntreeneeen 
fits, adventitious or Not, 
genuine or fictitious, pia 


are taxed away to the a 
extent of more than ieeiidanss 
half that has challenged ce pee a Fe 


the accounting profes- 
sion to review its ideas 
about “ profits.” For 
their professional 
assumptions of what is 
“a true and fair view” | ebecaton mena 

rest on the foundation | {2come tax (excl. profits tax)... 
of reasonably stable 

money and prices. In 
a year such as last, 
when money lost be- 
tween a tenth and a 
fifth of its value, this 
foundation is rudely 
shaken, and even 
accountants who can 
pray in aid these 
assumptions in support of their certificate that the profit 
and loss account shows a “ true and fair view ” have been 
heard to doubt whether, in real terms, a genuine profit 
has been made—on the ground that insufficient provision 


has been made at current prices to replace stocks and 
used-up capital. 


The dressing up of capital to look like revenue has 
become a thoroughly vicious habit of our time. No one 
can say by how much the reported total income of these 
companies ({'1,293.3 million) was inflated by “ inventory 
gains" that ought to be put straight back into the busi- 
hess to maintain the level of its physical working capital 
but are taxed instead to the extent of more than half. 

© one can say by how much last year’s depreciation 
Provisions ({181.3 million) fell below what will be 
needed to replace industry’s plant and equipment when 

¢ tme comes. The 646 last quarter companies set 
‘side £28 million for depreciation, compared with fixed 
‘sets with a book value (after deducting depreciation) 
of £586 million. This was less than 5 per cent 
Y insufficient to meet even the increase in 


Gross trading profit 184,910 
Income from investments 10,330 
Other current income 3,184 
Non-recurring credits 8,308 


Directors’-emoluments ......... 
Administration charges, etc. .... 
Contingencies, provisions, etc... 
Pensions 


Minority share in profits 
Profits retained by subsidiaries. . 
Debenture interest 


Brought in (parent company)... 
Carried forward (parent company) 


PROFITS, PROVISIONS) AND DEPRECIATION 
(£'000) 


Reports Published 
October—December, 1950 


646 Companies 708 Companies 

Raa i Sah ae ee 
Latest Cos. | Previous Latest Cos. 
Year | Y 


218,775 | 219,978 
11,153 11,181 79,177 
4,049 4,052 


8, ‘ 
10,726 | 10,774 | 39,629 | 46,213 | 46,903 change of attitude on 
206,732 | 244,703 | 245,985 1,194,244 \1,293,307 |1,307,384 
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the money cost of replacement last year. But this is 
all that the income tax inspector allows ; the difference 
—if provision is made for it at all—must come out of 
taxed profits. On this showing it is seriously to be 
doubted whether any appreciable part of last year’s 
ordinary dividends—they amounted to £133.9 million, 
compared with {129.1 million in the previous year— 
were truly earned in any economic sense. 


In money terms, the figures look impressive enough. 
They appear to provide a great reservoir of taxable 
capacity, for profits (as computed by traditional methods) 
show an immediate response to inflation, and thus provide 
an open invitation to Chancellors to claw back the 
deceptively coloured fruits of their own laxity of financial 
control over the economy as a whole. The appearance, 
however, is dangerously misleading, more particularly 
since companies cannot speak for themselves but only 
through their chairmen, whose views are habitually dis- 
missed by politicians 
as being mere expres- 
sions of self-interest. 
It is here that con- 
fe ee sidered _ professional 

| January-December, 1950 | Support of the case for 
on aensitinenneeninpemennel eppeeotios: the sub- 
stance of industry 

could be of immense 
| ee benefit to the economic 
health of the country. 
aas| ‘agee| ener) Ulless there is a 


659 


BS one oe a 
| 067 463 |} ts7.66 !.470, 66 


the basic problem of 
capital replacement, 
the damage of a few 
more years of debilitat- 
ing inflation may be 
too great to overtake. 
Already it is, in effect, 
hypothecating the sav- 
ings of future years to 
maintain capital assets 
that are being depleted 
195.400 29.638 here and now ; and it 

: is not clear whether, if 

present trends con- 

tinue, this unequal struggle will succeed. It is becoming 
more and more certain that there will be little enough 
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Net Worth, EARNINGS AND DIVIDENDS 


646 ComMPANIES REPORTING OCTOBER-DECEMBER, 1950 


rer —————————— a 


' oe } 
| Preceding Year | Latest Year 
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£ Million £ Million 
Jesued ordinary capital ...........cccsccccess 256-2 273-6 
Real equity or net worth (i.e. net assets after 
deducting liabilities and prior charges) ...... 677*1 735-1 
CN NN 5s i nko Soe tav. da kdaewne 47-1 58-3 
Ordinary dividendst ..... iekak Chi read ha aa 20-5 22-7 
Earnings rate per cent :— 
Se WE OUNARE so ois 55 cone <n ocepences 33+2 38-1 
CE SONI ook ods can vnns ctness cosunice 12-5 14-2 
Dividend rates per cent :-— 
en Se PPT eee Per eee 14-5 15-1 
4 5-6 
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* Including amounts retained by subsidiaries and aiter taxation. { After tax. 








to spare for the expansion (as distinct from the main- 
tenance) of the country’s productive assets. > 
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Business Notes 


Bankers’ Diagnosis 


This year’s series of annual addresses by the chairmen 
of the big banks has been completed this week by the 
appearance of those of Lord Aldenham, the new chairman 
of the Westminster Bank, Lord Linlithgow of the Midland 
Bank, and Lord Balfour of Burleigh, of Lloyds. They 
make it plain that on nearly all the leading issues, the whole 
group speaks with a single voice. All are concerned at the 
rising pressure of inflation, and all are convinced that the 
task of keeping it within bounds as defence outlays mount 
must be tackled by firm measures of budgetary disinflation. 
The crucial point, that this is indeed the only way of 
securing the necessary diversion of productive resources to 
defence effort without creating a grave risk of at least partial 
breakdown of the nation’s productive machine, was made 
most forcibly by Lord Balfour :— 

No doubt an attempt will be made to direct resources 
towards essential uses through the allocation of key raw materials 
and by reimposing a host of other controls; but the whole 
lesson of the past five years is that in a country not actually 
at war, and unless financial policy is pulling in the same direc- 
tion, physical controls work very badly, if at all. 

Lord Linlithgow approaches the problem more timidly, but 
there is no sign now of the preference for “ direct action,” 
instead of orthodox financial restraints, that seemed implicit 
in his argument twelve months ago. He regrets the 
prospective reversal of the recent trend of decontrol ; 
remarks that “ even before the new defence programmes were 
drawn up the forces of inflation had not been decisively 
arrested, despite the unprecedented calls made upon the 
taxable capacity of the country” ; and questions whether, 
given the inflationary process of the past five years, the 
objective of full employment has been “ correctly inter- 
preted.” Both he and Lord Balfour are concerned at the 
lack of mobility of labour. 


None of the bankers believes it to be practicable to secure 
the requisite disinflation by means of tax increases. Though 
some addition to taxation may be inevitable, the bankers are 
convinced that this by itself would defeat its object. Beyond 
doubt, the main contribution to the process of curtailing 
the excessive demands upon the community’s resources 
must be sought in cuts in the Government spending for 
civil purposes—and in the “social” part of the capital 
investment programme. No Government, however, and 
least of all the present Government, will be able to pursue 
retrenchment with the necessary vigour unless it first 
promotes a popular understanding of the simple underlying 
facts of public finance. As Lord Aldenham forcibly argued, 
the public must be made to understand that it is itself paying 
for the “ free” social services—and that wasteful use of the 
facilities they afford puts immediate strain upon individual 
private purses. It is not confined within that mythical con- 
cept, the “public purse,” which Lord Aldenham would 
prefer to call the “ public sieve,” through which taxpayers’ 
money is filtered to some essential uses, some desirable ones, 
and some sheer waste. 


* * * 


The Banks in 1950 


Each of the clearing banks has now published its full 
accounts, but, at the time this issue of The Economist went 
to press, the combined statement of position as at the end of 
1950 was not available. From the individual balance sheets 
(which are not all drawn up on a basis strictly comparable 
with the regular monthly figures), it would seem that gross 
deposits rose by between {160 and {170 million in 1950 ; 
this rise, which was spread fairly evenly among the bigger 
banks, is in unhappy contrast to the experience in 1949, when 


gross deposits had remained fairly stable. The chief explana. 
tion of this differing experience lies in the fact that the rise i, 
advances (which amounted to about £125 million in 195 
compared with about £145 million in 1949) was supplementad 
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by an increase in Government borrowing, from the banks 
last year ; in 1949 it had been offset by a reduction in such 
borrowing. In the first three and a half months of the year, 
it is true, heavy repayments of floating debt out of tax 
proceeds enabled net bank deposits to run down by {300 
million despite an increase of £108 million in bank advances. 
In the following six months net deposits increased by £340 
million although advances declined. Since mid-October there 
has been some sign that advances have begun to mount again. 
It remains to be seen whether repayment of floating debt in 
the next three months of heavy tax gathering (when inflation 
will be making the revenue buoyant) will be sufficient to star! 
this cycle of events at the beginning again. 

_ The Midland Bank has extended the experiment that i! 
inaugurated last year in presenting some interesting statistics 
and charts with its balance sheet. These show the percentage 
increases during 1950 in turnover on current accounts and 
in various types of overseas services, the distribution of the 
bank’s advances between different sectors of the economy, 
and the wide dispersion of the bank’s capital among 73,00 
shareholders. Public understanding of the banking syste™ 
would be greatly facilitated if the other big banks were (© 
follow the Midland’s example next year. 


& * x 


Success Story 


_ The success of the export drive in 1950 was 4 gra! 
achievement for British industry, The country’s deficit 01 
visible trade (which was discussed on page 94 of The 
Economist dated January 13th) was reduced to £128 million 
compared with £147 million in 1949 ; the deficit would have 


been muck smaller but for the rise in the cost of 
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imports. The devaluation of sterling undoubtedly made 
British costs more Competitive in world markets, but manu- 
facturers made the most of their opportunity. Total exports 
last year were worth {2,170 million, a rise of 21 per cent on 
1949. Only part of this was due to higher prices; the 
volume of exports is estimated to have increased by 15 per 
cent. Exports of food, drink and tobacco were 38 per cent 
higher, by value, than in 1949; exports of raw materials 
were 29 per cent higher, while exports of manufactures 
increased by 21 per cent. Most of the increase in the first 
two categories was due to higher prices, whereas for manu- 
factures the volume increased more than export prices. 

The vehicle group was again Britain’s largest exporter ; 
motor vehicles in particular made a notable contribution, 
which is discussed at greater length in these notes. Vehicle 
exports increased by nearly 30 per cent on the year to a 
new record of £407 million—almost a fifth of Britain’s total 
exports. Shipments to the United States were more than 
double those of 1949 but still smaller than of 1948. Exports 
to Canada, on the other hand, were not quite double their 
1949 level but were three and a half times their value in 
1948. Machinery remained the second largest group with 
{317 million, a rise of 14 per cent on 1949. Exports of 
agricultural machinery and generating sets showed particu- 
larly large increases ; Russia was the largest market for 
generators, taking over 3§ per cent of the total. Iron and 
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steel exports rose by 24 per cent to £156 million ; shipments 
to Australia, the largest market, were almost double those 
of 1949 while exports to Canada increased nearly fourfold. 
Canada became the third largest market, following very 
closely on South Africa. 


The increase in the export of textiles was the smallest 
among manufactured goods. The value of cotton exports 
at {158 million was actually smaller than in 1949, though 
shipments to the United States and Canada increased. 
Exports to British West Africa declined from {£19 million 
‘0 £15 million while those to India fell much more sharply, 
from £11 million to £1 million. In contrast exports of wool 
textiles increased by 35 per cent to £140} million. Canada 
has remained the largest market ; it and the United States 
together accounted for over a fifth of the total value. Exports 
of other textiles increased by a little over 20 per cent com- 
pared with 1949. 


* * * 


Record Car Exports 


Last year the British motor industry exported 343,618 
cars and $4,684 car chassis. Their combined value came to 
nearly £117 million, which was 60 per cent higher than in 
1949. The surprising thing about these figures, which are 
the highest the industry has ever known, is that sales in the 
‘econd half of the year were greater than in the first half. 
Such a result is uncommon, for car sales normally show a 
pa in the spring followed by an appreciable decline in the 
atter part of the year. 
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The most important developments have been in the dollar 
markets... The motor industry has always sold primarily to 
soft-currency countries and Australia is still its largest 
customer. In addition to the 76,246 cars shipped there during 
the year, no fewer than 45,916 chassis valued at £7,269,881 
were also sent out to which Australian-built bodies were 
attached in local assembly plants. But by the end of the 
year, shipments of complete cars to Canada were running at 
a higher rate than shipments to Australia ; exports to Canada 
for the whole of last year were more than double those of 
1949. At the same time, the United States has moved up 
into fourth place in the market for British cars. Two factors 
have helped sales in North America—the rising price of 
American cars and the high price of petrol which has encour- 
aged the demand for cars with economical fuel consumption. 
The cuts made in the 1951 production schedules of the 


EXPorRTs OF BritisH CARS 


1948 | 1949 1950 
ee ee 
| No. £ 000 No. | £7000 No. | £7000 
i } 
Australia... | 24,284] 8211 | 51,616 | 18,407 | 76,246 | 28,233 
Canada ....... | 14478} 3,601 31,205 | 7,814 76,229 
Sweden Sega 308 oe 5,376 1,003 23,647 7,378 
MACS as ies | , , | 6,686} 1,847 19,977 
Se th Africa. .. 16,155 4.538 | 18,538} 5,037 19,313 4,494 
lew Zealand .. , ; 9,054 | 2,257 16,380 4,539 
gium ...... 14,753 | 4,136 | 11,621 | 3,273 12,955 3,810 
India......... 12,641 | 3,423 5,577 | 1,662 10,378 2,673 

















| 
Total for all | | 
countries.... | 226,021 59,920 257,943 72,812 398,302 | 116,601 
(cars and chassis) | | 
i | 





American motor industry are too recent to have brought any 
benefit for British manufacturers ; the latter have their own 
production problems that may have to be weighed against 
a further stimulus to their sales in dollar markets. 


Adequate sales and service facilities have now been 
established in Canada, and the industry is confident of being 
able to hold the ground it has gained there. The United 
States market is less predictable. Of the six leading British 
manufacturers, Vauxhall makes no attempt to sell there at 
all and Ford has only a limited interest in the market—both 
for obvious reasons. The revived popularity of small British 
cars dates from the New York motor show organised by the 
industry after a number of less successful sales campaigns 
on conventional lines. The subsequent increase in orders 
was very rapid; at least half the shipments were made in the 
last four months of the year, and it is too early to say whether 
the volume of orders will be maintained. 


* * * 


Prospect for 1951 


The motor industry’s immediate export problem is to 
distribute a limited number of cars to the best advantage. 
Scarcity of shipping on the Australian, New Zealand, East 
and West African and Swedish routes is likely to cut exports 
to those countries in the next few months. This may be of 
incidental help to the industry because supplies intended for 
those markets can be diverted with more profit to North 
America. The biggest fear of British manufacturers is that 
they will face growing price competition from European, 
and particularly German, manufacturers who have expanded 
their exports. The Ford company has recently raised its 
prices and a rise all round the industry seems inevitable. But 
the factors responsible for the price increases-—rising material 
costs and reduced output—will equally affect European 
manufacturers and to place so much emphasis on prices may 
well underrate the strength of inflationary pressure in some 
of the best export markets. The average value of the cars 
exported from this country has risen, in spite of devaluation, 
from £286 in 1948 to more than £313 in 1950, while the 
numbers exported have risen from 193,995 to 343,618. 
The persistent rise in exports during the industry’s off-season 
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last year is only another indication of this trend. It would 
be folly for British car manufacturers to price themselves 
out of the market ; it would be regrettable, on broad national 
grounds, on the other hand, if the industry were tempted to 
sell its exports too cheaply. 


The real problem may not be prices so much as deliveries. 
As the rolling mills change over to defence orders, so they 
will gradually put into effect the Ministry of Supply’s direc- 
tive to cut deliveries of sheet steel to the motor industry by 
20 per cent. Because this transition takes time and affects 
different mills in different ways, it will not be easy to spread 
the cuts evenly between individual firms. Pressed Steel, for 
example, had to reduce deliveries of car bodies to its cus- 
tomers shortly after sheet imports from the United States 
came to an end, while other body builders are still working 
normally. The motor industry has in the past few weeks 
maintained its present high rate of output by eating into 
its stocks and each firm is now peculiarly vulnerable to 
interruptions in its supplies. Both the Nuffield and Austin 
factories had to work short time after Pressed Steel cut its 
deliveries, and neither firm has yet suffered the anticipated 
20 per cent reduction in deliveries of sheet to its own body 
building works. Whether the cuts, when they come, will 
mean a four-day week all round the industry depends on the 
amount of overtime now being worked, and the possibility 
of putting the men on to other work. The Standard Com- 
pany, for example, expect to balance reduced car output by 
increased tractor output, but the Nuffield organisation still 
has 1,500 men on a short week out of its total payroll of 
6,000. 


Austin Motors was back to normal working this week 
after changing production schedules and making more 
chassis. This is one of the methods by which the industry 
hopes to maintain its exports, apart from taking cars from 
the home market’s allocation .of 110,000 for the year (in 
1950 home deliveries are estimated to have been between 
113,000 and 114,000). The export of chassis depends on 
the existence of assembly plants abroad capable of making 
car bodies—several British makers have assembly plants in 
Australia, New Zealand and South Africa—and on those 
plants being able to get the necessary sheet steel. In 
Australia, where large numbers of chassis are already 
imported, sheet is not yet a problem, but this does not mean 
that it may not become one, and the opportunities for a 
change of this kind are not unlimited. An alternative might 
be to export commercial vehicle chassis, to which wooden 
bodies could be built locally. From the half a ton of sheet or 
more per chassis so saved, car bodies could be built. 


* * * 


Is there a Film Crisis ? 


Sharply varying proposals for reviving the British film 
industry have been put forward in the last fortnight by the 
industry’s largest trade union and by the other five. The 
Cinematograph Films Council met this week, and Mr J. H. 
Lawrie, of the National Film Finance Corporation, has 
issued a statement about the Corporation’s future policy. 
These verbal developments have focused more publicity 
upon the industry’s “crisis” than is perhaps altogether 
justified ; disinterested scrutiny suggests that in fact 
the industry may now be economically slightly healthier— 
or less sick—than in the previous eighteen months, 
Slightly fewer films were produced last year—62 first 
features compared with 66 in 1949 and 63 in 1948— 
but this output was achieved with a smaller studio labour 
force (3,422 in December against 5,317 in December, 
1949, and 7,618 in March, 1948). There is evidence that 
some progress was achieved in cutting film production costs: 
and those interested observers who make 2 practice of esti- 
mating the “total” balance-sheet of the industry put last 
year’s loss on film production at nearer {2,000,000 than the 
£7;000,060 call for 1949 and the £5,000,000 for 1948. 
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Such economies, as the trade unions justifiably point oy 
mean lower output and more unemployment for their 
members. At present, certainly, only four of the industry’; 
fifteen studios are fully occupied and eight are wholly idie 
Only a dozen films are “ on the floor,” and though Mr O’Brie, 
of the National Association of Theatrical and Kinem; 
Employees is confident that forty-eight first features will be 
produced during the year, production plans in the industry 
are notoriously unreliable. Of the points made by the 
NATKE and the group of other unions it is significant tha: 
the first union, generally considered the more conservative, 
now wants strong Government action: a £20 million subsidy 
administered through the Film Finance Corporation. Sir 
Laurence Olivier, speaking at the meeting of the other union; 
last Sunday, put his finger upon an undoubted central factor 
in the industry’s difficulties—that exhibition and distribution 
take too big a share of film proceeds. Adjustments in this 
field, within the industries’ own financial boundaries, would 
need more radical treatment than slight changes in Entertain- 
ments Tax on the lines of the present “ Eady plan.” The 
group of smaller unions, however, rejected the £20 million 
subsidy plan, as well as more Government control of film 
production. But they, too, wanted an all-party meeting “to 
consider Government steps to assist the industry.” 


* * * 


Groups and Independents 


Mr Lawrie’s plan, however, is for the present merely 
a new method of spending part of the million pounds the 
NFFC has in hand together with the £200,000 it expects in 
repayments during the first half of this year. The NFFC is 
to set up two companies, one in association with the Rank 
Organisation and one with the Associated British group. 
Groups of independent producers will be associated with 
each on a contract basis ; the projects which they submit to 
the new companies will, if approved, be financed jointly, 
NFFC paying 30 per cent and the commercial firms 70 pe: 
cent. The advantage for the distributing circuits is that these 
films will provide work for the studios they own and that 
they will be assigned distribution rights ; for the producers, 
freedom from financial preoccupations ; and for the NFFC. 
hopes of more economical continuous production. A third, 
smaller company will also be set up under Mr John Grierson 
and Mr John Baxter to use the services of younger producers 
such as those associated with documentary films ; this more 
experimental group might perhaps be allotted £100,000 or s0 
for up to half a dozen pictures. On all three groups Mr 
Lawrie estimates that only £700,000 of the {1,200,000 
available might be spent ; the remainder will be advanced 
by the Corporation as hitherto to other independent pro- 
ducers, including those associated with the British Lion 
group. 

Present resources of the NFFC will not take it much 
farther than the next six months, at present rates of repay- 
ment ; and inevitably if the group system is a success the 
question of further public money will arise. The schem: 
accepts the present structure of the industry and does nothing 
to affect division of the proceeds ; the Corporation correctly 
considers both points outside its scope. It is not the 
“ fundamental attack” on the industry’s problems which Mr 
Wilson once promised, but probably would not repeat now ; 
it seems a workable arrangement which might well have come 
earlier. Obviously it would be an elaborate system of spend- 
ing the NFFC’s last funds (to finance perhaps not more than 
nine features from the two larger groups), and presumably 
the Corporation hopes for further —. These might be 
justifiable upon a modest scale; but. wider schemes of 
Government assistance, in present circumstances particularly, 
are quite unjustifiable. Last year’s experience suggests that 
there may be a level of production at which the industry, by 
internal reorganisation of various kinds, can eventually car" 
a living ; and there is, in the last analysis, no good reason 
why it should not be left to find that level. 
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of its service to 


customers. The bank’s system This beautiful Tudor House 


ere is Liverpool's most cherished 


: * gos half-timberéd fabric, mul- 
into dearly defined: Gatvicts lioned windows, bridge and 
ensures the full advantage of moat delight the eye and 


: prepare the visitors for the 
local knowledge and with the treasures within, the Great 


Hall and the Great Parlour, 
the courtyard with its mag- 


branch manager, the ‘‘personal nificent yew trees, the priest's 
refuge and, not least, the 
magnificent kitchens. 


MARTINS BANK 


LIMITED 
Lendon District Office: 68, Lombard Street, E.C3 
HEAD OFFICE: 4, WATER STREET, LIVERPOOL, 2 
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bined resources and experience, the = 


Three Banks Group is exceptionally 
well-equipped to fulfil the many varied 









functions of a modern Banking Service. 
Although the Group serves the interests 
of many large and important concerns, 






it is careful to preserve the personal 
touch that has been a tradition of each 


of its members during two centuries. 
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2 ROYAL BANK OF SCOTLAND 2K 
= Founded 1727 Edinburgh, London and Branches = Kd 
= GLYN, MILLS & CO. EG 
= Founded 1753 London = = 
WILLIAMS DEACON’S BANKLIMITED = & 
Founded1771 Manchester, Londonand Branches = Ke 
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BANANAS : the 

Latin name of the 
common banana is 

musa sapientum 

and the name comes 
from the legend that in nee] 
ancient Asia, Wise Men =3q 
used to rest under its shady leaves 
and eat the fruit. The banana 
was originally an Asiatic fruit but 
in 1615 a Portuguese missionary 
brought it to Sante Domingo in the 
West Indies. The cultivation of 
bananas soon spread throughout 
the Caribbean and from the nine- 
teenth century onwards Jamaica 
hecame the world’s largest 
supplier of the fruit although in 
the late 1930's the trade was 
seriously affected by diseases 
which attacked the plantations. 
Full and up-to-date information 
from our branches in the island 
on market conditions and indus- 
trial trends is readily obtainable 
on request. Please write to our 
Intelligence Department at the 
address given below. 


BARCLAYS BANK 


EN (DOMINION, COLONIAL AND OVERSEAS) Ax . 


54 Lombard Street, London, E.C.3 
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NEW STEEL 
FROM OLD 


Every extra ton of scrap returned 
means another ton of new steel. 


There is still a lot of scrap not coming back 
into production quickly enough. 

The British Iron and Steel Federation 
appeals now, in the national interest, to all 
industrialists to speed 
the return of iron and 
steel scrap through scrap 
merchants who can 
assist in dismantling and 
collection however diffi- 
cult. Steel is serving you 
well—now is your 

| chance to help steel to 
help you. 








BRITISH IRON AND STEEL FEDERATION 


ve . STEEL HOUSE, TOYHILL STREET, LONDON, S.W.1. —S.1.A. 
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BEA’s Vain Chase 


The bringing into service of nearly a million kilowatts 
of new generating capacity in 1950 has left the British Elec- 
tricity Authority almost as far from catching up with peak 
demand for electricity as it was twelve months ago. It issued 
figures last week showing that of 1,023,000 kW of new plant 
installed last year some 923,000 kW was brought into 
service ; but since the rise in peak demand was estimated at 
the lowest at 700,000 kW during the same period this addi- 
tional equipment did little to reduce the gap between total 
capacity and peak demand—which amounts to some 800,000 
;W in terms of installed capacity and in practice, taking into 
account plant “ outage,” to some 1,500,000 kW at the highest 
peak load periods of the year. Unlike the National Coal 
Board, which according to Lord Hyndley has the problem of 
3 man running up a downward escalator, the BEA is involved 
in an apparently interminable chase, hoping but never quite 
managing to narrow the lead held bv its quarry. 


General discussion of fuel problems, engendered by the 
present threats of a crisis, has recently reinforced the 
criticisms, upon broad economic grounds, of the BEA’s 
single-minded policy of continued expansion of generating 
capacity. To all suggestions that peak demand might be 
restricted—including those put forward by the Clow Com- 
mittee two and a half years ago—the BEA continues to cite 
overpowering “ technical difficulties ”; and since it commands 
perhaps the majority of the electrical supply experts in the 
country, and many of the remainder are equally imbued with 
the industry’s traditional expansionism, these objections, 
though open to doubt, have been difficult to controvert. One 
independent and expert estimate, however, has recently been 
made concerning the “ load limiting ” system suggested by 
the Clow Committee in 1948. This system would involve the 
installation in consumer’s premises of a limit switch which 
when in operation would restrict total consumption to an 
agreed “firm” minimum (above which the switch would 
first cause the lights to flicker and after a short period, 
unless the excess were switched off, cut off the load). This 
would operate only at times of peak load, being set into 
operation by a “ ripple” or similar signal sent over the dis- 
mibution network. Ripple control at peak periods would thus 
ensure that the surplus load above consumers’ firm minimum 
requirements would then be switched off—thus lopping off 
the summit which BEA has always sought vainly to scale. 


* x * 
Price of the Peak 


Though at present some 110 central control installations 
exist in the country, considerable further extension of the 
system has always been rejected as likely to consume too 
much capital and time. This independent estimate, however, 
suggests that the whole of the BEA’s network could be 
“nipple signalled ” at a cost of approximately £2,000,000. If 
the ten per cent of domestic power consumers whose elec- 
incity bills amount to £10 a year and over, plus most com- 
mercial consumers (in all about two million users) could 
be induced to allow a limiting switch to be installed to 
reduce their demand at times of peak loads—and only then 
—to an agreed essential minimum, it is estimated that the 
Cost of the two million relays and cutouts might not exceed 
£6 per installation, or £14 million in all. If each consumer 
Were thus induced to reduce demand by one kilowatt during 
Peak hours, two million kilowatts would be saved, and the 
Peak load problem, with its present attendant power cuts, 
Would disappear. Generating capacity to provide that two 
million kW, at present prices, would cost some £120 million. 


_ Previous objections by the BEA to the tremendous costs 
volved in dual wiring of each consumer’s premises, to allow 
Central switching off of “ non-essential ” demand, would not 
“PPear to apply to this proposal, which would set an agreed 
et ” total consumption for each consumer and allow 


‘Me consumer to decide how he allocated that total at any 
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one time. An economic incentive to consumers to accept 
such limitations—which would also have the economic virtue 
of bringing electricity prices nearer its costs at the time of 
consumption—would be to charge for the guaranteed 
“ essential”? minimum supply at a higher rate, and for that 
which was liable to interruption at a lower rate. In the long 
run, of course, any system which successfully limited peak 
demand would tend to lower general production costs by 
improving the load factor and by limiting uneconomic invest- 
ment in generating plant. It is difficult for the non-specialist 
to weigh the technical possibilities of such a system, or the 
possible drawbacks: but it deserves a more considered and 


more convincing answer than the BEA’s old standby of 
“technical difficulties.” 


* * *x 
Boom in Tanker Freights 


The trend of the freight market for dry-cargo tramp 
ships has been followed closely by tramp tankers ; in fact, 
the characteristic inelasticity of the tanker market has resulted 
in a far steeper curve, although the peak rates of the winter 
of 1947-48 have scarcely yet been reached. Until July last 
year freights had been fairly steady for several months at 
about the same level as the Ministry of Transport and US 
Maritime Commission schedule rates, which had been 
abandoned at the end of 1946 (although rates had previously 
been much lower than this until they were boosted by the 
increased operating expenses resulting from devaluation in 
September, 1949). The Ministry of Transport rate for a 
single voyage with a cargo of “ dirty” oil from the Persian 
Gulf to UK-Continent ports was 57s. 6d. a ton. By Septem- 
ber last year 126s. 6d. was a typical quotation, and at the end 
of the year 165s. had been reached, Tonnage is still scarce, 
but British charterers, at any rate, have not been disposed 
to offer more than 172s. 6d., which is the MOT rate plus 
200 per cent: the highest rates at the 1947-48 peak were 
about 250 per cent above the MOT rate. From the Carib- 
bean, the MOT schedule rate was 32s. 6d., but freights paid 
in September had advanced to 70s. and by December to 
some 94s. A recent fixture from the Caribbean to Denmark 
was made at MOT rate plus 230 per cent, while a forward 


tanker for May loading has been taken at MOT plus 180 
per cent. 


The rise in dollar freights has been even more marked. 
The USMC schedule rate for voyages from the US Gulf to 
US East Coast ports was $2.85, but as little as $1.70 had 
been accepted in the summer of last year. The Korean 
campaign, however, had the effect of withdrawing a good 
deal of American tanker tonnage from the market, and by 
the end of the year as much as $6.80 was being offered. 
Now, at the period of peak winter demand in North America, 
USMC plus 190 per cent is the basis for early tonnage 
(equivalent to MOT plus 317 per cent) and USMC plus 
185 per cent has been paid for three consecutive voyages for 
a Liberty type tanker early next month. These attractive 
dollar freights, which are now readily available for non- 
American tonnage, have naturally diverted tonnage from 
other markets, so that freight rates everywhere have been 
affected. Although tankers now form a large percentage of 
new building, most of the new ships have been booked on 
long-term time charter from the date of ordering. The 
opening of the trans-Arabian pipeline, however, is expected 
eventually to release more than sixty vessels by reducing 
the haulage distance via the Suez Canal, though there is little 
sign of relief from this source yet. It has probably been 
offset to some degree by the need to use tankers as storage 
vessels for the Korean campaign, owing to the lack of shore 
installations. Further substantial withdrawals of tankers for 
military purposes are in fact expected. 

Meanwhile there has been a considerable increase in the 
fixture of tankers for consecutive voyages at high rates. More 
than MOT plus 190 per cent has been paid for three con- 
secutive voyages from the Persian Gulf, about April, and 


& 
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charterers have indicated that they will pay MOT plus 200 
per cent for the first voyage in April, with a reduction 
of 10 per cent for each subsequent voyage. Another alter- 
native offered is MOT plus 150 per cent for trips over one 
year starting in the summer, but offers of a fixed rate of 
MOT plus 40 per cent until the end of 1953 have failed 
so far to attract owners. 


* « * 


Discount Houses’ Year 


The balance sheets of the three largest discount houses, 
and their chairmen’s addresses that accompany them, confirm 
the impression set down in The Economist two weeks ago that 
Lombard Street has had a profitable year and one in which 
resources have expanded to a new record level. The “ big 
three’s” bill portfolios have increased by £33.8 million to 
£433 million, their investment holdings by £37.9 million to 
£211.1 million, and their total of loans and deposits by {71.1 
million to £634.7 million ; if other discount houses experi- 
enced a proportionate rise in their assets in the calendar year 
1950, Lombard Street’s total portfolios of bills and bonds may 
now exceed £1,050 million. It should be noted, however, that 
the accompanying table may somewhat overstate the propor- 

“ Bic Turee” Discount Houses—1948-50 
(£ million) De Sele tee 
At December 3lst | Union | National Alexanders Total 








| 
Bills :—~ | } 
NR Gieeceesee 164-8 107-2 52-0 324-0 
Ra ENS aS 212-1 109-1 78-0 399-2 
WN 5 ss SK. 216-8 132-7 83-5 
Investments :-— 
ERTS RS teenies 18-6 52-0 55-2 185-8 
Gs nce caer 62-8 60-4 59-0 173-2 
POD os. sacks eend {| 87-2 63-9 60-0 | 2ki-l 
| i 
Loans and Deposits :-— { j | 
WOE oo vcae Suc teucn cae 240-9 | 156-6 105-1 502-6 
MOS ase an ce 271-2 | 166-7 | 125-7 563-6 
WR ccs ra cas 300-0 194-0 140-7 | 634-7 
Net Profits >— 000's £ 000’s £ 000’s £000’s 
SRS eg ee cee 3 251-1 175-5 731-9 
eS eee 310-8 286°5 150-4 747-7 
1900 aca cine Ganabbibe 0 | 301-5 165-L | 795-6 
! i 





tionate holding of bonds ; Lord Kennet, of the Union Dis- 
count Company, revealed in his address that his company’s 
short bond holdings had been considerably reduced in the 
year, although the holding on its balance sheet date was some 
£24 million higher than a year previously. 


Both Lord Kennet and Commander Coke, the chairman of 
the National Discount Company, revealed in their addresses 
that there had been a welcome increase in turnover of com- 
mercial bills during the year ; Commander Coke, indeed, 
reported an increase of 42 per cent in his company’s pur- 
chases of these acceptances. All three chairmen referred to 
the conversion of National War Bonds, 1949-51, which has 
given the discount market one less “ short” to deal in, but 
Sir Eric Gore Browne of Alexander’s Discount Company 
(who, like Commander Coke, was making his inaugural 
speech as chairman) pointed out that the total of Government 
securities outstanding with a life of less than five years stil! 
exceeds £2,000 million. 


bi * * 


Dollars for South Africa 


The South African Government has carried its negotia- 
tions for four separate dollar loans to a successful conclusion. 
It was announced this week that the World Bank is to lend 
it $20 million for the expansion of railway and harbour 
facilities and $30 million for electric power facilities ; these 
loans will be for 15 years at 33 per cent and for 20 years at 


_ 4 per cent, respectively. At the same time the Union Gov- 


ernment has arranged through Dillon, Read and Co. to place 
$10 million of 4 to 5 year promissory notes with eight large 
American commercial banks and to replace its existing (but 
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soon expiring) 3 year revolving credit of $20 million with 
those banks by another credit of the same amount, |; is 
understood that up to $10 million of the proceeds of this 

rivate loan will also be used for transportation project; 
Cok Africa’s development programme is at present passing 
through its salad years and it has long been obvious that ;: 
is precisely in this sort of economy that the American investo; 
should take over the role that the British investor woul; 
have played in bygone days. The World Bank has estimated 
that only about 20 per cent of the equipment that South 
Africa will buy with the proceeds of its new loan will come 
from the dollar area. Most of the rest will come from th: 
United Kingdom and, since the equipment concerned 
(rolling stock, turbo-generators and so on) is presumably o¢ 
South Africa’s “ universal licence” list, this means tha 
Britain will be paid in dollars. Six months ago, when dollars 
were even more valuable than the resources that make turbo- 
generators, this would perhaps have been a cause for greater 
satisfaction than it is now—but then it is about six months 
since the loan began to be negotiated. 


The World Bank has also announced this week that it is 
to increase by $15 million its existing $75 million loan to the 
Brazilian Traction, Light and Power Company ; this loan is 
for 25 years at 4} per cent. It is expected that about three- 
quarters of the proceeds will be spent in Canada. 


* * * 


Six Months of EPU 


Details have now arrived from Paris of the full results 
of the December compensations conducted by the European 
Payments Union, and thus supplement the British figures 
summarised in The Economist last week. The complete 
figures reveal the counterpart of the United Kingdom’s sub- 
stantial surplus—a surplus that, after allowing for the use o! 
existing resources by the deficit countries, amounted 
£16,318,000 for December alone, of which one hall 
(£8,159,000) was settled in gold. Western Germany con- 
tinued to run a deficit in December and had to use 32.5 
million units (each unit being equal to a US dollar) out o 
the special credit of $120 million that was put at its disposal 
when it had exhausted its EPU quota. Another deficit 
country was the Netherlands, which had to meet a deficiency 
of 12.1 million units, of which 2.4 million units was paid 
in gold. Norway had a deficit of 14 million units in Decem- 
ber and has now exhausted its initial credit of 50 million 
units granted at the start of EPU. Italy, contrary to expecti- 
tions, is also among the deficit countries and in December 
increased its deficit with EPU from 17.1 million to 309 
million units. 


With the completion of the December compensations, 
EPU has now run for six months. The position of 
member countries at the end of this period is shown in the 
following table: 

EPU Comprensations, JuLY—DecemBER, 1950 
(millions of units of account) ee 


Amount Use of Quota 
of artes npc 
Cou oe Credit | Gold 
ee ee Gaal (4) | Received (+ 
Credit (— 


) or : 
Balance Used | Received (—) Paid (-) 
es i pis 








NR oS eS ees — 37-4 oe 
Beigium-Luxemburg ............ + 21-8 te 

ceenerk hain sik 6as we Cubes nace — 33-4 

PRD ic i veceveuveeeswasavcanl ae 58-2 
CRT BEE Sn: oss + 192-0" nee 
SOD ie napeeesece cc hae el — 70-8 oo 

BONN 5 is nw ds odo sobs cae? — 33-3 te a 
Sea eipepne sy ens — 30°93 " 
Netherlands 2.2... .00202572522 — 30-0 — 15:5 a. 
MOD os ivcce ve scctolk — 51-1f se ne 

MM ona a eee a se 2 + a6 

ORR i i ee v3 = i ae 
OO conn Ski tie “5:3 ; 
United Kingdom............... +150-0 tor: + 2 





* 367m. units of account covered outside the quota under special credit to Germaes 
t Including 50m. units of account as a grant and 1-1m. units of account a eae 


t Switzerland chose to settle in dollars rather than receive credit from the Uso 
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The United Kingdom—or, rather, the Sterling Area—has 
been the dominant creditor. If the figures continue their 
ecent trend, a point will soon be reached at which the 
ie members of EPU will deem themselves justified in 
raking action against the hardness and scarcity of sterling. 
<PU. however, is far from being deadlocked by this chronic 
~editor status of the United Kingdom. The gold payments 
‘ato the Union to date still exceed by nearly $50 million the 
“ayments made to the three creditor countries, France, 
Britain and Portugal. 


* * x 


Shipbuilding Output Improves 

It is possible to trace, from the latest shipbuilding returns 
issued by Lloyd’s Register of Shipping, signs of an improve- 
ment in the output from British shipyards in recent months. 
During the last quarter of 1950 the tonnage completed, 
launched and started was greater than in the previous 
quarter ; the industry’s performance last year is summarised 


below : — 





























x Commenced Launched Completed 
| No, | ‘Tons No. Tons | No. | ‘Tons 
— i ee cea a _ — _ ee 
orf) -— Gross Gross Gross 
“Jet quarter..... | 66 268,392 | 65 204,440 = 86 360,969 
eS 6 aan | 66 372,433 | 95 484,873 | 85 345,614 
yi wee | 68 | S8T650 | 63 | 3one72 | 71 | 288,858 
Badge th | g4 | 389,502 ' 55 | 317,750 | 77 | 393,481 
ponennetineee:hipteecbeseesnrrstilipedtessastegednespneteienen tt ventenersbn re rtint satin 
Total, 1950... 284 | 1,417,977 | 278 | 1,314,535 | 319 | 1,388,922 
Total, 1949..... | 282 


|) 4,212,139 | 
j i i 


321 | 1,260,078 | 340 | 1,353,350 


Tonnage launched and completed in 1950 was higher than 
in the previous year, although the number of ships was 
smaller. The tonnage on which work was started, however, 
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was more than 200,000 tons greater, and the number of 
ships increased by two. During the last quarter, moreover, 
the number and tonnage of ships fitting out afloat was reduced 
from 99 of 599,220 tons gross to 76 of 516,358 tons gross ; 
while the respective figures for ships on the stocks or for 
which materials were being worked increased from 224 ships 
of 1,447,014 tons to 254 ships of 1,528,330 tons gross. If 
the improvement in this category can be continued through 
the launching and fitting out stages in succeeding quarters, 
the hope inspired by the latest figures will be justified. The 
greatest danger may lie in shortages of materials and com- 
ponents. 


The total of ships under construction in Great Britain and 
Northern Ireland at the end of December was 330 vessels, 
of 2,044,688 tons gross, an increase of seven vessels and a 
decrease of only 1,546 tons compared with the previous 
quarter. This figure amounted to 42.43 per cent of the world 
total of 4,818,753 tons which was 20,392. tons less than at 
the end of September. Although 556,057 tons were com- 
pleted abroad, and 693,627 tons launched, only 524,468 tons 
gross were started during the quarter. Work under con- 
struction increased by 79,376 tons in the United States and 
by 24,766 tons in Germany, but fell by 115,400 tons in 
Japan and 33,620 tons in Sweden. The leading shipbuilding 
countries abroad are now France (457.413 tons gross), 
USA (340,195), Italy (313,978), Holland (306,794) and 
Sweden (304,990). 


Oil tankers under construction continue to increase and 
now amount to 178 ships of 1,927,814 tons gross, or 40 per 
cent of all construction. In British yards, the proportion 
is even higher, at 56.1 per cent, and they are building 97 
vessels totalling 1,146,364 tons gross—more than half the 
world total. At the end of the year plans had been approved 
or material ordered for 148 vessels of 954,486 tons gross, 
on which work has not yet started. Of this tonnage, no less 
than 70 per cent consists of tankers. 
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The Demand for Silver 


The recent rise in the price of silver appears to be a 
belated response to changes in the supply and demand 
equation of which full and interesting details are provided in 
the latest review of the silver market published by the New 
York firm of Messrs Handy & Harman. They estimate the 
production of silver in 1950 in the Western Hemisphere at 
134.7 million ounces, an increase of about 6 per cent ; pro- 
duction outside the Western Hemisphere is provisionally 
estimated at 223 million ounces, compared with 23 million 
ounces in 1949. As against this total estimated production of 
157 million ounces, industrial consumption of silver in the 
United States alone amounted to 120 million ounces last 
year, the highest rate reached since the war. Estimates of 
industrial consumption in other countries include 12.2 million 
ounces for Britain, 5.2 million ounces for Canada and 9.6 
million ounces for Western Germany. It is, therefore, clear 
that current consumption has been running well ahead of 
output. The gap has been largely filled by supplies of 
demonetised coins. Supplies of this metal imported into the 
United States amounted to 37.3 million ounces in 1950, 
including 21.6 million from Cuba, 9.8 million from Spain, 
2,400,000 from Jugoslavia and a similar amount from China 
and Hongkong. Messrs Handy & Harman remark that 
“events of the past year have brought about a basic change 
in the factors affecting silver. From 1946 to 1950 the situa- 
tion generally was one of over-supply. Since the middle of 
1950, with the non-Communist world, and especially the 
United States, apparently committed to a long-term defence 
economy, there has been a growing demand for the use of 
silver, not only in present lines, but also as a substitute for 
those metals already under government allocation. The indi- 
cations are that this demand will continue to expand.” 

A slightly different slant on the situation was provided by 
Messrs Mocatta and Goldsmid in their recent annual circular. 
They raised the interesting question whether silver might 
not go the same way as gold and become a metal whose main 
usefulness to the world sprang from the fact that the United 
States was willing to buy it at an arbitrary price and sterilise 
it. If this happened, Messrs Mocatta and Goldsmid pointed 
out, “ no country would be able to use it freely and, regard- 
ing it as a means of earning dollars, would not even wish to 
do so. Its use in art and industry might become even more 
restricted and its standing in the East as a measure of value 
might disappear altogether.” The demonetisation of the 
metal is certainly proceeding apace, but the industrial 
demand for silver is likely in the near future to outpace any 
resultant additional supply of silver in the world’s markets. 


t & ® 
New Advance in Fibres 


Natural fibres are feeling the full blast of rearmament 
demand. Cotton prices are still creeping upwards and this 
week were approaching 46 cents a lb. Wool continues its 
fantastic rise and crossbreds (56’s) are now only twopence 
less than “a pound a pound” ; merino wool is well above 


Prices oF NATURAL FIBRES 


| 
1949 | 1950 1951 


Dec. June | Dec. { Jan. jan 10 Jan. 17 Jan. 24 
| 
j se { 


Commodity and Unit 





Cotton, US middling (cents | | | 
WE TD cass panccevans 31-435 | 34-64 | 44-13 | 44-62 | 44-88 | 45-01 | 45-70 
Wooi, 56's (d. per Ib.) ... 71 81 202 220 238 
Sisal ({ per ton)......... 114 130 200 200 200 
ute (¢ per ton) ......... 115 120 120 122 129 
335 408 | 408 


210 
ie Courtrai (£ per ton). 338 415 
aay 


210 
131* | 1444 
440 | 448 








that level. British and American buyers have been competing 
against each other in Australia during the past fortnight, but 
it is very unlikely that British manufacturers can maintain 
this scale of buying. Finance will be one limiting factor. 
Jute has jumped {10 in the week to £1414 a ton ; port 
facilities have been ext in Pakistan but now there is 
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little or no shipping space available. Flax has also risen but 
more modestly while sisal has remained unchanged, mo, 
because of the timing of the contracts than because of ao, 
lessening of demand. 


* * * 


Atomic Power Developments 


If reports that the Ministry of Supply’s plutonium plan; 
in Cumberland has completed its trial runs are correct, fy 
larger quantities of nuclear fuels will now become ayailab. 
for the atomic energy research programme. So long as this 
work depended on using uranium 235 as a fuel, its field w,; 
bound to be limited. This, the only fissionable form of 
uranium occurring naturally, is present in uranium meni 
only as one part in every 140, the balance consisting of non. 
fissile uranium 238. The Cumberland plant is designed 1 
use neutrons released from the fission of U235 to tum, 
proportion of the non-fissile atoms of uranium into plutonium, 
which is fissionable and has been the starting point of much 
of the nuclear research work done in the United State. 
Small quantities of plutonium have been imported from § 
Canada during the past year for work in this country. 
Plutonium was the explosive used in the first test explosions 
as well as in one of the bombs dropped on Japan, and it 
is assumed that a country must have its own supplies of 
plutonium before it can start producing atom bombs ; there 
are no natural deposits. 

The Ministry of Supply has always described the Cumber- 
land plant as a research project, and it is doubtful whether 
its output will be large enough to support more than a greatly 
expanded research programme. But plants of this type, 
which can convert stable materials like U238 and possibly 
the much more plentiful thorium into useful fuels, are the 
obvious answer to the problem of finding nuclear fuels fora 
full atomic power programme, and both here and in the 
United States physicists are anxious to get practical experi- 
ence in running them. It is held that an atomic power plant, 
that is, one generating electricity. with heat provided by an 
atomic pile, is now a practical proposition and there is nothing 
to prevent work from starting on one immediately should it 
be required. But before this is done, more experiment 
work into the materials of such a plant is considered necessary 
to see if costs could be reduced. Sir John Cockroft has 
estimated that the capital cost of a plant generating 50 megi- 
watts would be about £7,500,000 compared with {2,500,000 
for a coal-fired station of the same Capacity. But agains 
this, Sir John also estimated that over 30 years the fuel cost 
of the nuclear generator would be between {1,000,000 and 
£4,000,000 compared with £16 million for coal. In th 
type of plants for which design studies have been com- 
missioned, such as atomic power plants for submarines and, in 
America, for aircraft, these cost comparisons are much les 
important. 


* * * 
Dearer Road Haulage 


The announcement by the Road Haulage Executt 
that rates for freight and parcels will be increased by 10 per 
cent from January 29th is hardly surprising. Indeed, privat 
hauliers have followed suit with an increase of 7} pet cctl 
The new wage agreements and the higher costs of tyres and 
fuel have increased operating costs to a point at which som 
rise in rates was inescapable if a working profit was [0 
maintained. No single rate book exists for British Road 
Services as a whole, and presumably rates will continue (0 be 
charged, subject to the mew increase, according to | 
custom and to the agreements between group manage!s 
traders. This poses the question whether a general increas 
in rates will prove more desirable than leaving group mang 
to work out their own rate adjustments within the ambit 
a IO per cent increase. wish 

It may be, of course, that the financial state of Br 
Road Services is still unsatisfactory and that its revem™ 
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Abridged Particulars for in‘ormation Oaly 


Application has been made to The Council af The Stock Exchange, 
London, for permission to deal in, and quotation for, all the issued 
Preference and Ordinary Shares in the capital of the Company. 


SD. STRETTON & SONS (HOLDINGS) 


LIMITED 


(Incorporated under the Companies Act, 1948.) 





















































Manufacturers of knitted underwear, outerwear and half-hose for 
the Admiralty, the Ministry ‘<a: and the Crown Agents for the 





Authorised SHARE CAPITAL Issued and 
Fully Paid : 
| £150,000 in 186,000 6 per cent. Cumulative Redeemab 

Preference Shares of £1 each ab a nme £132,766 
£150,000 in 3,000,000 Ordinary Shares of 1s. each £135,000 
£300,000 £267,766 
ere TES 








(Neither the Company nor its Subsidiary has any Mortgages Debenture: 
or Loan Capital ourstanding.) 





The Advertisement shows (inter alia) that :— 


|. The Operating Company, S. D. Stretton & Sons, Limited, 
whose business was originally formed in 1796, is well known 
in the Trade, by its registered Trade Marks “* Moon ”’, * Cap- 
stan ” and “* Weftex.” The Accountants’ Report in the above- 
mentioned Advertisement sets out the Operating Company’s 
profits for the eleven years ended 31st March, 1950. In these 
eleven years the Operating eens sales have increased, 
in marked degree and the sales for the last year were some 
£247,000 in excess of those for the year to 31st March, 1940. 
The demand for the Operating Company's production and 
| particularly for its men’s and boys’ knitted outerwear, swim- 
wear, fishermen’s jerseys, and half-hose is at present in excess 
of the output. 


. The profit attributable to the Company's holding in the 
Operating Company, for the year ended 31st March, 1950, 
as shown in Column (4) of the Accountants’ Report in the 
above-mentioned Advertisement, was £76,846. The Directors 
estimate that, having regard to the preliminary figures available 
to them for the six months ended 30th September, 1950, and 
in the absence of any substantial change in present trading 
conditions, the profit of the Operating Company attributable 
| to the Company for the year ending 31st March, 1951, will 
be not less than the previous year, namely £76,846. 

| After deducting from this figure, a total of £23,455, as stated 
in the above-mentioned Advertisement, there would remain a 
balance of £53,391, which is sufficient to cover over 54 times, 
the gross annual dividend on the £132,766 issued 6 per cent. 
Cumulative Redeemable Preference Shares and Profits Tax at 
the rate of 20 per cent, thereon, together requiring £9,559. 
Alter mere ye the remaining balance of £43,832 an 
amount of £2,700 in respect of Profits Tax at the rate of 20 per 
cent. on the anticipated dividend of 10 per cent. on the £135, 
Ordinary Share Capital, there would remain available for pay- 
ment of the Ordinary Dividend, and for reserves, subject only 
to Income Tax, an amount of £41,132. An Ordinary Dividend 
of 10 per cent would absorb gross £13,500. 


The first accounts of the Company will be made up to the 31st 
March, 1951, and will cover a period of approximately 24 
months. The Directors propose, in the absence of any sub- 
Stantial change in t trading conditions, to recommend 
the payment of a dividend on the issued Ordinary Shares, at 


a rate of not less than 10 per cent. per annum (less Tax) for 
such period. 








- The total net Tangible Assets of the Operating Company are 
shown in the Accountants’ Report in the above-mentioned 
Advertisement to amount to £273,193, and the proportion 
thereof attributable to the Company is £270,959. 
The Valuations set out in the Advertisement, show that the 
present-day values of the fixed assets, are considerably greater 
than the book values. If the valuation figures, which it is not 
Proposed to adopt in the books of the Operating Company, 
were taken into account, the proportion of the present-day 
value of the net Tangible Assets of the Operating Company 
altributable to the Company, after deducting estimated pre- 
liminary expenses, would be approximately £590,000. 


A copy of the above-mentioned advertisement, giving particulars 
reduired to be advertised in connection with an application made to 
Council of The Stock Exc London, for permission to deal in 
end for quotation for, all the issued Preference and Ordi Shares 
in the capital of the Company, may be obtained on application to: 


WHITEHEAD INDUSTRIAL TRUST LIMITED, 
MITRE HOUSE, 177, REGENT STREET, LONDON, W.1. 
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ASK THE MAN 


WHO KNOWS 


Business men and bankers who have visited 
Australia or New Zealand will tell you that the best 
medium for facilitating trade with those countries 
is the Bank of New South Wales — largest 
commercial bank there. 

You are invited te use our specialist services 


through your ewn bank. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
and 47 Berkeley Squore, W.i 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 





ALEXANDERS DISCOUNT COMPANY 


Statement of Accounts, 31st December, 1950. 


LIABILITIES £ £ 
Authorised Capital, 1,300,000 Shares of 
£2 each ... en ons it 2,600,000 
Issued Capital :— 


100,000 £2 6% Cumulative Preference 
Shares, fully paid... ae acs 200,000 
1,200,000 £2 Ordinary Shares, £1 paid 1,200,000 


(Reserve Liability, £1,200,000) —— 1,400,000 
Share Premium Account ... ree soe 45233,750 
General Reserve ach +e 466,250 
——————=-_—s«s-:2.200,000 
Profit and Loss Account ... sae iia 452,000 








4,052,000 


Loans, Deposits, Sundry Creditors and 
Contingency Reserves (including lia- 
bilities of £138,802,452 secured on 


certain assets contra) ... vit 140,677,567 
Final Dividends (/ess Tax) recommended 69,300 
NorTEs :-— 
1, There is a Contingent liabili 
in respect of Bills Re-discount 


excluding Treasury Bills, of 
£7,336,904 (1949-—£5,398,092), 
2. Taxation recoverable to date has 
been included in these accounts. 





£144,798,867 
ASSETS £L 

Balances at Bankers and Cash in Hand ... 958,124 

Bills Discounted (/ess Provision for Rebate) 83,467,405 

British Government Securities (Quoted 59,264,313 
Corporation and Dominion and Colonial Govern- 

ment Securities (Quoted)... es vex cot 716,352 

Loans on Security and Amounts Receivable 392,673 

£144,798,867 





24, LOMBARD STREET, LONDON, E.C.3. 
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needed to be increased by more than was strictly justified 
by the rise in operating costs. Lord Hurcomb, in reviewing 
the work of the Road Haulage Executive during the past 
year, said last week that a fairly large sum would again have 
to be written off because of unusable stores and vehicles 
that had been acquired in the course of taking over private 
undertakings. He also stressed the poor maintenance and 
garaging facilities of British Road Services ; although these 
facilities are now being improved, they must have resulted 
in heavy hidden costs in the form of excessive wear and tear 
of vehicles. 


With so much work still to be done towards consolidating 
their present undertaking and sorting out their new 
possessions, the Road Haulage Executive’s decision to revoke 
sO many original permits remains a mystery. There is still 
no indication of how many holders of the 5,000 original 
permits concerned will elect to be acquired by the Trans- 
port Commission, but it will not take a very large number 
to swamp the already overburdened staffs at group and 
divisional headquarters. Efficiency, which had begun to 
show signs of improvement at the end of 1950, will inevitably 
decline. 


* * * 


Israel’s Sterling 


The sterling balances that the Government of Israel 
inherited from Palestine are now coming within sight of 
liquidation. At the end of World War II these balances 
amounted to about {110 million. They have now been 
reduced to about {14 million, and, by an agreement 
announced this week, between the British Government and 
that of Israel, this blocked sterling is to be released over the 
next two years in amounts. of {7,000,000 and £6,700,000 
respectively. It has also been agreed that in case of need the 
second year’s release may be anticipated by the Government 
of Israel, to the extent of not more than {£2,000,000. As in 
1950, charitable remittances made privately to Israel from 
residents in Britain may extend in 1951 to £2,250,000. 


This agreement has been well received in Tel-Aviv, 
where it has been hailed as the removal “of the last 
stumbling block in the way of regular financial and commer- 
cial relations ” between the two countries. The rapidity with 
which Israel has run through its available sterling and has 
built up indebtedness to the United States, Switzerland, 
France, Belgium and Sweden is a significant reminder of 
the extremely artificial basis on which the economy of that 
country is still operating. A situation is emerging where 
serious thought will have to be given to the value of the 
Israeli £ and its bearing on the balance of payments of the 
country. The Director-General of the Ministry of Trade and 
Industry, Mr Hollander, has recently stated that there was 
absolutely no reason even to consider a devaluation of the 
Israeli £. He agreed that the exchange rate probably acted as 
a deterrent to the flow of investment capital to Israel. It 
would have been more to the point to have his views on the 
- effect of the exchange rate, not on the flow of capital (on 
which Israel is becoming far too dependent) but on that 
more fundamental factor in the situation, the balance of 
current payments. 


Shorter Notes 


The Governor of the Bank of England, Mr Cameron 
Cobbold, left this week on a visit to the Commonwealth Bank 
of Australia. Mr Cobbold, who will return via New Zealand 
and the United States, is expected to be away from London 
for about two months. While in Sydney, Mr Cobbold will 
hold discussions with a number of other central bank 
governors who will be in Australia for the Jubilee celebra- 
tions. 
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The proposal of the Sun Insurance to pay a second interiz 
dividend for 1950 of 2s. 2d. per share requires a change jn 
the articles, which at present limit the amount of interin 
dividends to the previous year’s final dividend. In 1949 th; 
interim and final dividends were Is. 8d. per share, making 
3s. 4d. for the year ; for 1950 a final interim of 1s, 84, hs, 
been paid. The directors’ statement argues that “ the share. 
holders should in all justice receive by way of dividend ; 
larger proportion of the income arising from accumulated 
funds,” and they think that the annual dividend rate should 
be raised moderately. A decision about a final dividend fo, 
1950 (if any) must depend on the results of the year. This 
statement has greatly stimulated the insurance share marke: 
as a whole. 

& 


The Chairman of Seager Evans has informed shareholder; 
of dealings in the shares of the company carried out by Mr 
Ernest Thornton-Smith, a director, on December 5th, when 
a special board meeting was held to approve a bonus issue. 
These dealings were investigated by the Stock Exchange 
authorities and entailed the purchase of 4,000 shares on that 
date. Mr Thornton-Smith, in a letter to the chairman of 
the company, has stated that “the purchase of this small 
number of shares was purely coincidental with the result 
of a later meeting during the same day ” and that “ the whole 
affair was due entirely to inadvertence.” Mr Thornton-Smith 
intends to place his resignation in the chairman’s hands, to 
take effect on March 31st. 

* 


The report of the Issuing Houses Association for the year 
to November 30, 1950, records that a communication has 
been sent to the Governor of the Bank of England asking hin 
to inform the Chancellor of the Exchequer of the injurious 
effect of the 2 per cent stamp duty and the ill-effects caused 
by the profits tax and by restrictions on the capitalisation 
of reserves. The Association holds—quite rightly—that the 
use of the word “ bonus ” in connection with such capitalis:- 
tion is misleading ; they have searched without success for 
another word, but suggest that “ bonus ” should not be used 
when referring to the capitalisation of reserves. 


* 


The chairman of the Hawker Siddeley Group has stated 
this week that an application has been made to the Treasury 
to capitalise a proportion of the group’s £13 million reserves. 
The nominal issued equity capital is £1,500,000. The board 
have been anxious to do this for some years but have m0, 
apparently, found negotiations easy. Mr Sopwith spoke ot 
“too stringent” conditions governing an operation of this 
kind. He also appealed for more rapid expansion of aircraft 
production, with particular reference to some of the groups 
new prototypes. This has a special importance for Hawker 
Siddeley, since some of its largest outstanding orders are for 
the Meteor, one of the two standard jet fighters in service 8 
this country and in Western Europe. The Meteor is now du: 
for replacement and competition for a successor may involve 
in addition to the Hawker Siddeley group, Vickers and & 
Havilland. 

* 


Lord Inman, who resigned from the chairmanship of the 
Hotels Executive on January 15th, revealed on Tuesda} 
some of the principles that have guided the work of th 
Executive since its constitution three years ago. It w% 
accepted, for example, that restaurant cars could not be ru0 
at a profit—a loss of eightpence was incurred on each 5s 
meal—and that to pay its way the Executive had to balanc 
these losses against the profits from hotels and refreshmet! 
rooms. The Executive had therefore sold, and would cot 
tinue to sell, hotels which did not fulfil one of thet 
conditions: that it earned a profit, that it provided 3° 
essential service for travellers where other accommodation 
was not available, or that it earned dollars. 
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Company Notes 


Raleigh Industries.—Output and sales of 


che Raleigh Industries group in the fifty-three 
oe August 26, 1950, broke all 
arevious records and showed an increase of 
‘ome twenty per cent over the previous year. 
The production of bicycles and tricycles now 
exceeds one million machines per annum 
.nd output of accessories has increased pro- 
nortionately. ‘Total output has increased by 
over one hundred per cent since 1939, and 
the praiseworthy expansionist policy of the 
company may be judged by the doubling of 
che business of its subsidiary companies in 
the United States. The demand for the 
company’s products, particularly in foreign 
markets, has been so great that it has proved 
impossible to meet all requirements. This 
expansion may have been assisted by devalua- 
son, but it also took place in a year of rapidly 
nereasing costs; in this sense, the rise in 
group trading profits from £1,472,764 to 
71,681,984 is a considerable performance. 

“Nor have the equity shareholders been 
forgotten, for the ordinary dividend has been 
raised from 20 per cent to 25 per cent, a 
rate which is comfortably covered more than 
twice by earnings. The chairman justifies 
che increase—if any justification is needed— 
by comparing the voluntary limitation of 
dividends with the rise in wages, which are 
now approximately one hundred per cent 
above prewar rates. The problem of re- 
rlacement, which is now a commonplace of 
ndustrial policy, has been tackled by the 
provision of £269,560, against £250,000, to 


Years ended 


Aug. 20, Aug. 26, 
1949 1950 
Consolidated earnings -— £ £ 
Fotal oro .. i40da ceneeeates 1,478,282 1,689,299 
TatOR «5b onke banat 623,819 764,041 
Depreciation, replacement res... 374,588 405,382 
Group earnings for ord. sth... ... 4+ 299,227 363,429 
(47%) (57°) 
Peli 2k Ss eee 137,500 171,875 
(20%) (25%) 
To group reserves and c/f........ 162,647 214,329 
Cons. balance sheet :— 
Fixed assets, /ess depreciation .. 1,015,288 1,341,143 
Net current assets. ......se000. 2,661,202 3,137,439 
* Quick * genet dia os. Sdaawcs 1,264,741 1,527,542 
MONG Ss cobb exh ee 1,568,096 1,729,509 
Reeve... bibengh ceeds eS 2,636,389 3,410,118 
Ordinary capital ......%...00. 1,250,000 1,250,000 
i] ordinary stock at 86s. 3d. yields £5 16s. per cent. 


2 special reserve to meet additional replace- 
ment costs ; this reserve now totals £953,792. 

Stockholders may feel that there is good 
cround for expecting at least the maintenance 
of the increased ordinary dividend in the 
coming year. But the chairman emphasises 
that rising costs may force up prices and so 
“jeopardise the large and competitive export 
markets.” Current orders on the books stand 
ai a record figure, but it will only be possible 
to fill them if adequate supplies of raw 
materials are forthcoming. Subject to this 
necessary proviso, the chairman comments, 
the outlook for the next twelve months should 
te “bright indeed.” 


Steel Company of Wales.—Interest in the 
Steel Company of Wales report for the year 
0 September 30, 1950, lies less in the t 

loss account and more in the 
‘heet. But it is proper to record an increase 
in wading profit from {2,112,728 to 
{2,411,201, and of the latter amount only 
£90,000 arose from the appreciation of stock 
— compared with £250,000 in 1948-49. 
the trading figures reflect a real achieve- 
7 of po output—concurrently with 
major development projects now nearing 
completion—and of table export busi- 


ness. Net profits have suffered because 
a on the Finance Corporation for In- 
ustty loan 


has required £504,678 compared 
mith only £37,767 in the ite year. But 
$ satisfactory that this sum has been 
charged to revenue and still leaves, after other 
ns balance a forward on profit 
bs account i 
(994,055. 4 a £1,451,512 against 
report shows that iture 
“actioned on the Mediiabaes fee os at 


Margam and Trostre totalled £63 million last 
September, of which £41.4 million had been 
incurred. This is the first official intimation 
of what was to be expected—that the original 
estimate of £60 million has been exceeded ; 
labour and materials have risen and certain 
changes in the original plan have also affected 
the outcome, and the total cost of the new 
developments will be “appreciably higher.” 
The company itself had arrangements well in 
hand for raising the additional cash, but the 
formation of the Iron and Steel Corporation 
has ruled out any possibility of securing 
finance through normal channels. Provision 
of the balance of funds required now falls, 
presumably, to the Corporation; and a 
further substantial sum will also be needed 
for other developments. 

Engineering progress continues to be satis- 
factory. Since September one of the new 
blast furnaces and the slabbing mil] have been 
brought inte production, and most of the 
remaining plant in the development scheme— 
including the wide strip mill—should start 
operating before September. But the success 
of the whole scheme will depend, as the 
chairman emphasises, on the solution of the 
urgent problem of raw material supplies, and 
in particular of coal. 


Associated Commercial Vehicles.—Com- 
parison of the trading results of A.C.V. in 
the past two financial years is difficult, since 
in the year ended September 30, 1949, profits 
of the Park Royal subsidiaries for approxi- 
mately six months only were incorporated 
in the consolidated accounts. Group trading 
profits for the year ended September 30, 1950, 
are shown as £1,794,840, which compares 


Years ended Sept. 30, 


1949 1950 
Consolidated earnings :— £ £ 
REE OIE ook heeds cieine's 2,000,976 1,794,840 
EE IE i ve ne sce k wensccce 2,019,734 1,816,429 
ID 5c os ch a's ca ieti Woks 1,132,922 922,456 
EROPCOCIRGION 6 55s Ss i cc écete 198,696 192,652 
Group earnings for ord. stk. ...... 394,140% +518,024 
¢ (19%) (25%) 
Re ai tS padndosezs cas cs 260,937t + 260,937 
(124%) = (124% F) 
To group reserves and c/f ........ 133,203 428,948 
Cons. balance sheet analysis :-— 
Fixed assets, Jess depreciation .. 1,811,774 1,755,928 
Net current assets............. 6,440,433 7,317,250 
I ME cn 5 SA 8 a 926,187 2,529,293 
Rae o0 vee 55 ch Che eves 5,705,532 4,497,016 
Miser i666. ok. chs 4,314,841 5,177,501 
Ordinary capital ............. 2,087,500 2,087,500 


£1 ordinary stock at 80s. yields £5 13s. 8d. per cent. 
+ Free of tax. 
with £2,000,976 in 1949, The market has 
accepted this result as evidence of a less 
satisfactory year’s trading, and has marked 
down the £1 Ordinary Stock units. 

In addition to this apparent fall in profits, 
there is a further difficulty in interpreting the 
movement of group earnings. The calculation 
is complicated by the inclusion in the 
accounts of £171,861 of exceptional income, 
while in 1949 there was an exceptional loss 
of £74,673 ; in the latest year, £273,534 is 
transferred to general reserves, whereas in 
the previous year £97,500 was appropriated 
to a future tax reserve on pfre-acquisition 
profits. Views may differ on the treatment 
of these items, but one interpretation, as 
shown in the accompanying table, would be 
that earnings have risen from 19 per cent 
to 25 per cent, free of tax. 

On this basis, the maintenance of the 
Ordinary dividend at 12} per cent, tax free, 
a rate which has been paid since 1946, is 
covered nearly twice. The company calculates 
the provision for taxation as 49.71 per cent 
of “so-called profit” against 67.48 per cent 
in 1949 ; the tax position of the company is, 
of course, the more complicated because the 
important AEC subsidiary only started trad- 
ing (for the purpose of present tax computa- 
tions) in October, 1948. The balance sheet 
conveys an impression of strength that would 
certainly make a greater impact if it were not 
for a certain doubt about the trading pros- 
pects in the coming year. 
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SECURITY PRICES AND 





YIELDS | 


| Price, | Price, | 


British Funds 
1951 





! 
| 
| 
War Bonds 24%.../101, [101% 


Mar. 1, 1951-53. 
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SO et et ee _ a &~ 


Bt Det et fet Beet ED ft bet et et et et et 


\Jan. 17, Jan. 24,) Jan. 24, 








Net 
, Gross 
Yield, Yield, 
Jan, 24 
1951 | - , 
(as) 1951 
£ » dd, | £ s. d. 
ete | 014 Oe 
18 2/119 6! 
soe 4 OO Be 
17 1/1418 8i 
4/115 1 
t 
14 3/}116 2 
1811/}2 011 
with & ie 
bk: S23)3 8:3 
01210\119 Te 
1 3 412-10 O/ 
Y3.343 30:32 
11211 219 Te 
113 0| 219 10! 
1:9 T1233 Se 
1 8 7] 211 10/ 
116 6|3 4 le 
114 9/3 2 6! 
113 7:3 O 8e 
16 T13 0 
S72 -9i3 3 Se 
11810}313 7 
118 4/3 5 5e 
11510}/3 3 ll 
117 613 1 3e 
115 10} 219 6! 
11011,|;3 4 7 
19 10 3 7 S5e 
7 64.5 5 0i 
1310} 3 9 2 
0 3/313 7 
| 
19 1/311 6/ 
19 8) 312 5/ 
16 1 | 3 7 4e 
16: 3435 7 6 
19 8/3 8 Ye 
18 8|3 7 9! 
1 03314 % 
18 11| 3 10 10/ 
18 0}3 6 3e 
17 013 5 2! 
17 6 3 5 lle 
17 1/3 5 5i 
1510|3 7 2e 
16 1| 3-9. 4) 
1 3/3 9 lle 
19 T13 8 41 
18 2/3 6 6¢ 
17: 313. §..4l 
19 9 | 3 8 le 
19 3] 3 S44 
(e) Assuming rce- 


War Bonds 2}%...j1013 101% 
Mar. 1, 1952-54... 

Exchequer Stk. 2}%|10143 10143 
Feb. 15, 1955... 
War Bonds 24%. ..{102} [1024 
Aug. 15, 1954-56.| xd xd 
Funding 23% ..... 102% (102% | 
June 15, 1952-57 

Nat. Defence 3% ..|103% [103, | 
July 15, 1954-58 . 

War Loan 3%..... 104% }104) | 
Oct. 15, 1955-59 . 

Savings Bonds 3% .|1004% 9943 
Aug. 15, 1955-65. xd xd 

Funding 24%...... 993 995 
April 15, 1956-61.) 

funding 3%....... | 994 994 
April 15, 1959-69. 

Funding 3%....... 99% | 9% 
Aug. 1, 1966-68..| xd xd 

Funding 4%....... 107% 107% 
May 1, 1960-90... 

Savings Bonds 3% .| 99 97} 
Sept. 1, 1960-70. . xd 

Savings Bonds 23%} 944} 944 
May 1, 1964-67 “ 

Victory Bonds 4% .|1094$ | 1084xd 
Sept. 1, 1920-76.. 

Savings Bonds 3%.| 96xd | 958 
Aug. 15, 1965-75. | |} xd { 

Consols 4% ...+--- 103xd_ |102jxd 
(after Feb. 1, 1957) 

Conversion 34% ...} 96% 96} 
i , 1961) | 

Treasury Stk. 2%.| Tlie | 703 
ane fee, 1, 1975) | 

Treasury Stk. 3%..| 84} | 833 
(after Apr. 5, 1966) 

freasury Stk. 34% .|103 11023 
June 15, 1977-80. 

Redemp. Stk. 3%..| 924 | 92 | 
Oct. 1986-96 .... 

War Loan 34%....| 94% | 94% 
(after Dec. 1, 1952) 

Consols 25% ...... 1714 | 703 

Brit. Elect. 3% Gtd.| 97 | 96% 
April 1, 1968-73. . | 

Brit. Elect. 3% Gtd.| 96% 963 
Mar. 15, 1974-77. 

Brit. Elect, 3% Gtd.j103} 103} 
Nov. 15, 1976-79. 

Brit. Tpt. 3% Gtd..| 92 | 91? 
July 1, 1978-88... 

Brit. Tpt. 3% Gtd..| 972 | 963 
April 1, 1968-73.. 

Brit. Gas Gtd. 3%..| 913 914 
May 1, 1990-95.. 
(e) To earliest date. (f) Flat yield, 


demption in 1957. 


(hk) Flat yield given above. Ii 


re- 


deemed, in 1952 net redemption yield £550, gross 46 17 9, 


(4) To latest date. 


allowing for tax at 9s. in { 


13 years 10 months. 








Last Two Price, | Price, 
Dividend: Ordinary Jan. 17, Jan. 24, 
iallihlidaistaniimaanssnil Stecks i951] 1951 
a) (db) te 
/o © | j } 
60 ¢ 20 a/Anglo-Am. 10/-} 7% | 73 
25 b 5 a|Angio-Iran, {1 . 5; | 5# 
10 b 5 a iAssoc. Elec. £1) 83/9 | 85/- 
Tha 20 b \Assoc. P.Cem.{1| 87/6 | 87/6 
40 c¢ 35 c {Austin 5/- ..... | 27/9 | 27/9 
t5 a {20 6 |Bass {1 ......./146/3 (146/3 | 
40 ¢ 10 a |Boots 5/-...... | 48/6 | 48/6 
8 ¢ 10 ¢ |Br. Celanese 10/-| 24/3 | 24/6 | 
12 6 8 a/|Br. Oxygen {1..| 90/6 | 92/- | 
5 a 146 \Coats, Ai. pines 59/- | 58/6 | 
5 6b ae Courtaulds {1..| 39/6 | 39/6 
20 6 64 [Distillers 4/- ...| 20/6 | 21/- 
8 ¢ 8 ¢|DormanLong {1| 31/6 | 31/6 
15 ¢ 15 ¢|Dunlop {1.....| 56/3 | 57/9 
10 ¢ 10 ¢jFord41.......; 50/- | 48/9 
ligc The jGen. Elect. £1..) 83/9 | 83/9 
ll a 21 6 \Guinness {1....'134/4} |134/4} 
15 a 11} 6 |Hawker Sid. 5/-| 32/10!) 33/103 
7 6 3 ajimp. Chem. /1 .) 43/6 43/6 
1835 13$4 |Imp. Tobacco £1)105/7} |108/9 
5 a 146 \Lancs.Cotto: 41 41/6 41/6 
10 ¢ 10 ¢ jLever{l....... 43/9 | 43/9 | 
15 ¢ 15 ¢|Lon. Brick £1..| 57/6 | 57/6 | 
45 6 15 a \|Marks&Sp.A 5/-| 83/- 84/6 | 
46 8 a|P &O Def. £1..) 58/6 , 58/- 
17456 Tha@|P. Johnson 10/-.) 38/6 39/6 
75 6 {5 a|‘‘Shell” Stk. £1.) 80/-xd 81/3xd 
Zhe 6 a (St&LloydsDfi.{1) 56/- 55/9 
12a 12}6 |Tube Invst. £1 . 6} _ 6} 
8e 8 ¢ |Union Castle £1) 39/- . 39/- 
12}¢ 17} ¢ |U.SuaBetong £1) 58/9 | 58/9 
3ha 16} 6/T. & Newall {1.| 87/6 89/4) 
44> a Vickers Bhi | 36/- 36/9 
15 a 27} 6 |\Woolworth 5/- .) 46/- 46/3 
(a) feterim = (6) Final. ic) Whole vear {Free 


PPO SPAROHWMADMNAHSAAAIAWW HHH AAMMAWAM WM 


(n) Net yields are calculated after 
*Assumed average life 


Yield, 
jan. 24. 

1951 
s. d. 
17 6 
3 9 
10 7 
5 6 
6 2 
4 1 
2 6 
1 8 
6 il 
5 6 
15 ll 
16 2 
1-9 
310 
oe 
$ 7 
15 3 
16 0 
jl ll 
17 9 
0 6 
11 5 
4 4 
8 il 
29 
ee 
9 6 
9 8 
0 0 
21 
19 2 
=, 
13.5 
il 0 


faa. 
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— 
Statistical Summary 
CHANGES IN DEBT (£ thousasd) 
EXCHEQUER RETURNS | ci mu, | BANK OF ENGLAND 
For the week ended January 20, 1951, ee: ‘ ae Smee eos — RETURNS 
total ordinary revenue was £142,7'30,000, eee. 24% Del. Bonds... 125 JANUARY 24 
against ordinary expenditure of £66,639,000 Def. Bonds... . . - us » 1951 
and issues to sinking funds £120,000. Thus, Tax Rewxve Certs, 25, ISSUE DEPARTMENT 
including sinking fund allocations of External ...... 4 | Notes Issued: Govt. Deb f 
. s ae . % . ta vt. Rik 5) 
£13,773,000 the surplus accrued since Ways & Means Ad 12,050 | InCirculation 1284,673,893| Other Govt. ee h 
April Ist is £296,630,000 compared with — Deposits, 25000 | In Bankg. De- Securities .._ 134,245.35 Th 
{272,585,000 for the corresponding period = _... | partment .. 65,682,930 Other Secs... 728 313 gener: 
a vex o a (other Limit 
; a year ago. 2 72,200 | than gold) . . . 4,011,319 Poult: 
ORDINARY AND SELF-BALANCING REVENUE ~ of Fid——_ - 
AND EXPENDITURE ae: fates, 1350,000,000 Th 
FLOATING DEBT Bullion (at chai 
(£ million) 248s. per oz Linitt 
fine)........ 356,823 direct 
re ee 1350, 356,823 | "1350,355, 8 or 
Float- BANKING DEPARTMENT va 
Date j Oa hhe | BK of in £ Du 
| pute | Eng: Debt | Capital ...... 14,853,000] Govt. Secs.... 320.4014 heen 
pms. | land Rest... sees 5,712,673) Other Secs:- 3,905,557 natiol 
Public Deps.:- 15,824,674) Discounts and — 
Sur-tax 1 2990-0 | 1963-4 a ad se 13,466,960 a 11,492,838 pane 
cotreap nis 45 | 120, 1 4200; 3.300 i M. Treas. ecuritves.... 25,419 690 conce 
Stamps | S000 41 ‘o00 1100 3140-0 1789-4 Special Acct. 2,857,714 vel 
“5 sient 3 260 220,529 5.500 4,000 | = 321 3170-0| 2041-1 Other Deps.:- 390,154,784 Indet 
Res = 4G. fl oe Bankers He 306,320,591 | Not 65,682.93 uper 
Other Inland Rev. | BD i yar sue aC 198 on Ms deceecs 65,682,950 super 
SpecialContributa. | | 3180-0) 1885-7 Other Accts...  83,834,1 ieeeses 88,25 respe 
1LTITL 111969 424,245,131 424,245,131 curre 
* Including Exchequer, Savings Banks, Commissioner of more 
Customs......... National Debt and Dividend Accounts. expec 
Bere «6. coscecce 5,800 COMPARATIVE ANALYSIS may 
Total Castoms and! million) deen 
Egcine ....000- . os 
other 
Motor Duties. .... 56,000 3,732 | Jan 6 ‘ey \ 
Surplus War Stores; 35,000 oe » . 
Surpl's from Tradg.| 85,000 = than 





ge eres jeg i a TREARURY BULLS I 
Wireless Licences.} 13,000 sine dis i. : a 
nd 3,281) 2,018 i lation..... * MPAS14-0)1297-1 12641 

















= tea (£ million) tes 2s ot 
tas Conway 10,000] 67,934 430 camera eas 3 533 a 
Total Ord. Rev... |38978002859635 2791760168243 142730 | Date ot es a ehh Voces’ 345-2 1345-31453 
Seir-BaLaNcine | } te . ther securities......... 0-7 OF 01 
> Gold and Coin.......... 44 44 44 


Post Office....... 3,500; 3,400 


Income Tax on 248/0, 248/0 248:0 


























E.P.T. Refunds 286 amen “4 Depet. im 
. -9 | 272-4 | 220- , ee | 
WOOD nin os5s lees 2997170 2935202171972 146416 _ 4 rE = 5 Saeed see Ie aso sa a. ea . 
ECA RT ~ Tssues out of the Exchequer 250-0 | 332-3 | 259-0} 10 2-9 66 soasury Special Accous 4) 317-8 3063 
eq Bankers ..... sense sins 297-4 317-8 306 
oe iste | Ms | POE SO Ee Others....... aehdan wae 84-8 84-3 BS 
(¢ thousand) : 406-0 
Esti- . @ LApea 11 We To . 2 ser? 250-0 10 2-70 60 a. a 800 9200 esennee 403 5 417-7 
' mate, April 1,)/ eek | Wee -4 | 250-01 10 3-17 72 Securt x1) mt 
Expenditure 1950-5 1949 | 1950 lended ended 250-0 | 325-6 | 250-0 10 3-13 69 + mae eee os —t a. 
Ot a edit Cascade Cunptiy! Whetteiad Wa Other ....... Seems 24-7, 24-4 25-4 
eee o00'P tos 1980 1991 250-0 | 341-5 | 250-0] 10 2°74 60 Basking ‘ dent, Hacc: ane a? > ae 
RD re aes iE 2 . - 72 anes ~ | 9 % 
. a : i . . . “55 49 “ : ars j : 3. 4 
oe * werinaaeaors sedi saz adel ee.end 6514 5.600 230-0 | 301-7 | 230-01 10 2-93 67 Proportion”. ..... eserves 9-2) 12-9 16 
—- = YT Se 8 SA SFR hee t debt is £11,015,100, capital (14,5500 
‘| vernmen , capital £14,550,0 
reland........ Bore oo Bey Bee 240-0 | 301-4 | 230-0] 10 3-35 | 70 Fiduciary issue reduced mf 375 to £1,350 millica 0 
Other Cons. Ponts 11,000, 9,691) 8,80 127, +530 230-0 | 319-4 230-0) 10 2-75 60 January 10, 1951. 
Sel ean: | 537,000) 394,542 400,317] 6,642 6,139 250-0 0521S 1230-0010 2-79 ' 0 _ | “Tue Economist” Inpex of WuoLEssle 
Supply Services . . [29180692179005 2081044] 70,300 60,500 ications bills ; 


See 


Total Ord. Exp. . |54550692573547 2481357] 76,941 66,639 
Sinking Funds ...| .... | 13,500 13,779 120 120 


J. 





Total {excl Self- i i 
Bal. Expd.).. . . |3455069)2587047 2495129 77,061 66,759 








# Totat finci. Sett- 
Bal. Expd.).. . . |56329192724584 2658571 80,790, 70,445 
After increasing Exchequer balances by 
2 — to £3,939,198, the other operations 
4 or the week decreased the gross National 
Debt by £72,198,408 to £26,203 million 
(revised figure). 
NET RECEIPTS (£ thousand) 
Section 16 (3) of the War Risk Insurance Act, 1959 300 
Cotton (Centralised Buying) Act, 1947 .......... 4,651 
4,951 
P.O. and T i Gon neg Ae & 1948 1950 300 
4 2. fs 
E.P.T. cok shidvhen aah veuee Sakbekeses 348 
} Export Guarantees Act, 1949, s. {2} ............ 60 
eerie aie. My 
190, 0 INS, .-- Pere Gates 
Acts, 1949 and 1950...............-....... 200 
4 Resources Development Act, 1948, s. 17(1) 2 
taharaaes permietentines 
; Damage: War Damage Commission 3,000 
Finaase Acts, 1946 and 1947 : Post-war Credits. . ao 
6,511 
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COMPANY MEETINGS 


MIDLAND BANK LIMITED 


YEAR DOMINATED BY INTERNATIONAL AFFAIRS 
MARKED PROGRESS TOWARDS EQUILIBRIUM 
UNCERTAINTIES IN THE OUTLOOK 
LORD LINLITHGOW ON GROWTH OF DEPOSITS 


The one hundred and fifteenth annual 
general meeting of the Midland Bank 
Limited will be held at the head office, 
Poultry, London, E.C.2, on February 16th. 


The following is the statement by the 
chairman, the Most Hon, the Marquess of 
Linlithgow, K.G., K.T., om the report of 
directors and balance-sheet for the year to 
December 31, 1950, which has been circu- 
lated to shareholders :— 


During the year just ended attention has 
been concentrated very largely on inter- 
national affairs. Developments on the political 
plane have, unhappily, commanded instant 
concern; but on the financial and economic 
level they have been scarcely less striking. 
Indeed, if one were to be satisfied with a 
wperficial view, the change, in one vital 
respect at least, since the time of widespread 
currency devaluation could be taken as far 
more gratifying than anyone had a right to 
expect. Even with proper qualifications it 
may be recorded that marked progress has 
been made towards that international! equili- 
brium for which Britain, in company with 
other countries damaged and impoverished 
by war, has been struggling through more 
than five strenuous, exacting years. 


DOLLAR GAP CLOSED 


The past twelve months or so have seen 
arapid narrowing of the “dollar gap”; for 
the sterlng area, indeed, the gap has actu- 
aly been closed, and estimates indicate that 
even by the middle of 1950 a surplus of 
dollar earnings on current account had been 
achieved. More generally, the monetary 
reserves, in gold and dollars, of postwar 
“deficit countries,” taken in the aggregate, 
have been growing faster than the most 
hopeful prophet could have foreseen. 18 
months ago, so that an appreciable part of 
the world’s monetary gold stocks, unduly 
concentrated in the United States, has by 
now been redistributed to serve the pur- 
poses of properly dispersed resources. 


The production of goods has been growing 
markedly with the progress of postwar re- 
construction and technical improvement, and 
mportant steps have been taken along the 
road of liberalisation of trade and payments 
in Western Europe. Negotiations are pro- 
ceeding, moreover, under the terms of the 
general agreement on tariffs and trade, for 
further lowering of the barriers to inter- 
tational commerce, All this adds up to a 
‘wld achievement, even when full allowance 
s made for the impetps given by the 

celeration and enlargement of defence 


ee in response to increased political 


(NITED STATES’ CONTRIBUTION TO RECOVERY 


It would be an endless task, merely pro- 
voking unprofitable controversy, to or to 
“ te the credit for this achievement. One 
; ’ that can be said indisputably, however, 

high significance in any consideration 
» We Prospects for consoli and extend- 
= gains already won. It is that the 
om extent of the progress recorded 
ene be ascribed very largely to the 
diecth pontibution made, directly or in- 
lly, by the United States of America. 
nai, has indeed been a political miracle of 
n umes that the United States, re- 


versing her long-standing policy, has accepted 
with astonishing promptitude, and expressed 
in munificent and decisive action, the respon- 
sibilities of leadership in world affairs. Let us 
look for a moment at the variety and scale of 
the material contribution made by the United 
States to economic recovery, particularly in 
the war-ravaged countries of Western Europe. 


FAR-SIGHTED ENTERPRISE 


In the line o1 succession from lease-lend, 
which came to an end immediately the fight- 
ing ceased, the United State. Government 
was by far the largest contributor to postwar 
relief, especially through Unrra. Then, when 
something more than relief was seen to be 
necessary if any progress were to be made 
towards the re-establishment of a sound basis 
of economic fife in Europe, the European 
Recovery Programme was conceived, and 


ent into operation towards the middle of 


Under the guidance of Mr Paul Hoffman 
this far-reaching enterprise, it is safe to say, 
was carried through with a degree of vision, 
adaptability and wisely directed generosity 
which alone renders it unique, quite apart 
from the magnitudes involved. Altogether, 
outright grants under these two and other 
similar headings had amounted, by last 
September, to nearly $18,000 million net in 
cash or in kind, all provided within the 
Budget of the United States Government and 
all therefore subject to the scrutiny and assent 
of Congress. Added to this vast sum must 
be the further provisions by way of loans or 
credits, including the 1946 loan to the United 
—— Government and the operations of 
the Export-Import Bank, amounting to a net 
total of over $9,000 million. 


Then, again, the United States has con- 
tributed $3,400 million to the resources of 
the International Bank and the International 
Monetary Fund. A complete enumeration of 
all such allocations, including, for example, 
the expenditure authorised by Congress for 
“Point Four ” technical assistance for under- 
developed areas, makes an astonishingly 
varied and imposing list. It is important, 
moreover, not to forget the secondary results 
of provision on this scale. Our friends in 
Canada, for example, who themselves have 
played a notable part in measures of postwar 
recovery, would be the first to recognise the 
substantial support given to the economy of 
the Dominion by the “ off-shore ” purchases 
atranged under the European Recovery Pro- 
gramme, which went far to fortify Canada’s 
resources of United States dollars. 


DEVELOPING EUROPEAN TRADE 


I have mentioned the far-sighted vision 
with which the programme was carried into 
action, and one of the ways in which this 
quality has been expressed is in the action 
taken to quicken the reviving powers of self- 
support among European countries on the 
basis of adequate dollar-earning exports. The 
substantial reduction already achieved, even 
before the war, in the scale of United States 
import duties has been carried still further— 
though one must add with regret that 
measures to remove administrative obstacles 
to the entry of foreign goods still lag woe- 
fully behind the good intentions of en- 
lightened Americans from the President 
downward 
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Again, the help given in developing markets 
for European products in the United States 
and in improving productive Capacity so as 
to take advantage of opportunities presented 
there has been characteristically practical and 
fruitful. The United States, too, has taken 
a leading part in promoting freer trade 
through wide-ranging tariff negotiations and 
mutual consultation and through the liberali- 
sation of payments by the establishment and 
operation of the European Payments Union. 
American participation has been prominent 
also in the setting-up and operation of new 
bodies for international co-operation, includ- 
ing the bank and the fund and the food anc 
agriculture organisation. 


It is only when one comes to recall these 
facts systematically that one begins to appre- 
ciate, in general terms, the magnitude and 
quality of the contribution—maiterial, intel- 
lectual and moral—of the United States to 
world recovery and improvement and to rea- 
lise how dark and devoid of hope the 
situation might have been in the absence of 
this unexampled aid and inspiration. 


DEFENCE MEASURES 


Latterly, yet a further contribution has 
sprung from necessity rather than the free 
acceptance of generously measured responsi- 
bility. During the past year the stage was 
reached in international political relations at 
which the United States adopted more far- 
reaching measures of defence, and undertook 
military operations on behalf of the United 
Nations, requiring vastly increased purchases 
from abroad of strategic materials, besides 
entailing direct assistance for rearmament in 
western European countries. The resultant 
rapid absorption of raw materials, while it 
has stimulated a rise in prices which is in 
some respects little short of alarming, has at 
least had the result, for the time being, of 
materially adding to the current dollar 
resources of many countries outside the 
United States, 


Undoubtedly, the defence factor has been 
largely responsible for the rapidity with 
which the dollar gap has been reduced in the 
course of the past year; but this fact should 
not be allowed to detract from the assessment 
of progress made by measures heme their 
origin in voluntary, far-sighted plans for the 
establishment and extension of economic 
welfare on the basis of a free association of 
peoples. 


PROSPECTS OF LASTING EQUILIBRIUM 


Looking to the future, it can hardly be 
denied that to expect the indefinite con- 
tinuance of direct material support from the 
United States, of the kind and on the scale 
recorded in the past five years, would be to 
cultivate am emervating and chronically 
unhealthy habit of mind. Equally, however, 
to presume the sudden cessation of American 
aid would be to envisage the risk of collapse 
of the painfully rebuilt structure of economic 
and financial relations. Between these two 
extremes, the prospects at this moment are 
beyond close assessment. Marshall Aid was 
already tapering fast and had been intended 
to cease, as such, in 1952; while for the 
United Kingdom it is already coming to an 
end, provisionally at least. Stockpiling, 
moreover, is not a repetitive process; further, 
it has in itself created difficulties in main- 
taining essential supplies which it is hoped 
will be overcome as a result of the talks 
between the President and the Prime 
Minister a few weeks ago. 


On the other hand, as has been recognised 
in joint Governmental statements, economic 
aid has become inseparable from combined 
defence plans, and it may be. assuredly fore- 
seen that the United States will continue to 
ease the pressure of rearmament —— the 
economies of European countries. king 
to the more distant future, in the hope and 
on the assumption that world war may be 
averted, “ Point Four” assistance for under- 
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developed territories may grow in magnitude; 
the plans embodied in the Gray report on 
post-Marshall measures may perhaps extend 
the period of American-supported recovery 
and provide the momentum for sustained 
expansion without resort to further “ emer- 
gency ” arrangements; and American invest- 
ment abroad, through Governmental agen- 
cies or under private auspices, May grow in 
volume if confidence gathers strength on 
both the political and economic planes. 


a less volatile, better informed and more long- 
sighted attitude towards capital investment 
and business fluctuations among those respon- 
sible for the conduct of industry and trade. 


If the psychological trend is indeed in this 
direction, then a powerful factor which 
formerly helped to exaggerate the upward 
and downward phases into extreme 
depression will have been weakened, to the 
great advantage of the United States itself 
and of the entire world. For it requires little 
knowledge or intelligence to understand that, 
for as far ahead as can be foreseen, the main- 
tenance of a high level of employment and a 
steady advance of prosperity within the 
United States must be a condition of con- 
tinued progress towards economic recovery 
and expansion throughcut the world. 


STAGE OF SELF-SUPPORT 


While, therefore, direct assistance from 
the United States may be foreseen as con- 
tinuing in one way or another for some time 
ahead, it seems that the world—-given peace 
—is coming within sight of the day when 
sustained economic welfare can and should 
be achieved on the basis of self-support 
within a freely moving system of interna- 
tional trade and finance. Even so, and beyond 
the stage of “emergency” aid, the inter- 
national economy will continue to be power- 
fully influenced by conditions within the 
United States. We had a short and happily 
mild demonstration of this dependence in 
the secondary consequences of the American 
business recession early in 1949. 


It may thus become a question of cardinal 
importance to the rest of the world whether 
business activity in the United States is likely 
to be steadier than in times past, or whether 
it will prove to be still subject to violent 
fluctuations, the effects of which will be 
speedily and disturbingly transmitted to other 
countries. No one expects stability—in free- 
enterprise America, I believe, the objective 
of economic policy has been described as 
progress through “high-frequency oscilla- 
tion ””"—but equally everyone recognises the 
catastropic reactions throughout the world of 
such upheavals as occurred within the 
economy of the United States in prewar 
times. 


EQUAL PARTNERSHIP 


The disproportionate influence exercised 
by the United States on world affairs, in 
part by reason of the “natural” course of 
economic evolution and in part as a conse- 
quence of the damage and disruption 
wrought by war, is to some extent inevitable ; 
but it is also excessive when judged by the 
long-term interest of the world as a whole. 
It can, I believe, be accepted as sound 
dogma that very heavy, concentrated 
dependence—whether direct, as in terms of 
imperialism, or indirect as im present cir- 
cumstances—upon a single political and 
economic power is basically unhealthy, how- 
ever strong and consistently far-sighted and 
benevolent that power may be. 


It follows that insistent stress should be 
laid on that objective of mutually accepted 
policy which consists in a closer approach to 

partnership ; and nowhere is such a 
movement more to be desired than in rela- 
tions between the United States and the 
British Commonwealth. That this article of 
policy is generally approved is one of the 
hopeful signs in international affairs, and I 
am sure everyone will have noted with 
gratification the words used by Mr as 
in his letter of resignation from the office of 
Ambassador of the United States, which he 
had occupied with unusual distinction: “A 
continuing close rejationship between our 
own country and the people of the British 
Isles and of the British Commonwealth of 
Nations, even though that relationship has 
now somewhat merged with inter- 
national organisations in which we all play 
a part and which we all support, is one of 
the solid corner stones of the civilised world.” 


INHERENT U.S. STEADINESS 


For myself, I do not think we need nurture 
anxiety on this account, for, despite some 
evidence of continued surface effervescence, 
there is good ground for believing that the 
economy of the United States has greater 
inherent steadiness than in times past. One 
has to reckon, for example, with what are 
sometimes called “ built-in supports” for 
consumers’ buying power in the form of 
pensions and similar social security arrange- 
ments as well as measures of unemployment 
insurance and relief which come into opera- 
tion automatically in a period of laggi 
demand for the products of industry ; 
further with a system of support of prices of 
farm products which again, with all its faults, 
does tend to maintain the demand for 
industrial goods. 

On another aspect of the matter, the finan- 
cial system has been strengthened by a 
variety of measures, including powers of con- 
trol over some forms of bank lending and 
business in stock exchange securities, havi 
the effect of fortifying the structure an 
enlarging the possibility of restraining 
undesirable developments. Then, again, a 
marked contrast with conditions in the 
*thirties is to be found in the smaller volume 
of outstanding and other debt in 
relation to the flow incomes, and in the 
far larger liquid resources in the hands of 
agriculture, industry and trade. 


IMPLICATIONS FOR BRITISH POLICY 


For reasons of both short- and -term 
relevance, therefore, and in the widest of 
world interests, our own policy should be 
framed with a view to constantly s - 
ing the economic foundations of the British 
Commonwealth. And this purpose should 
continue to rank high notwithstanding 
urgent preoccupations, as with matters of 
social policy or national security—indeed, it 
must always be an essential element in such 
Seen a economic staying- 

er and capacity for ex m may well 
be the first requirement of success or 
ing with what seem to be the most pressing 
problems, whether domestic or in external 
relations. I therefore ask myself, looking at 
the situation as a » what should be 
the guiding lines, in the years immediately 
ahead, of action in the economic and finan- 
cial sphere, and there are three matters on 


which ji i 
BALANCE ON RIGHT SIDE it seems to me timely to make some 


comment. 
I do not pretend that this is a complete My first point arises from the necessi 
array of the factors to be considered in form- everywhere deplored but seme 


ing a judgment ; nor am I blind to the weak 

nesses that have to be brought into the 
account, such as the heavy dependence of 
some industries on the maintenance of liberal 
facilities for consumer-credit. Yet I feel sure 
that the balance is on the right side, especially 
when we acknowledge the convincing signs of 


mescapable, of diverting to concerted defence 
measures some of the economic resources 
actually or potentially at our command. In 
this matter we should resist any temptation 
to lean too heavily on the United States, for 


power and materials, even of that great 


there are limits to the resources, in man- 
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nation ; yet help may be made availa’ 
from in support of the common effort = 
: netwapeandin & supply difficulties an; 


the demands of the Forces for man 
some reliance may be placed on the growin, 
productivity of British industry, which gives 
cause for congratulation to all who hav 
contributed to it in any one of a number of 
ways. 


For the rest—and the rest need not turn 
out to be so onerous as to give rise to 
hardship—it is essential that the diver 
resources should be at the expense of 
consumption. It would be a culpable example 
of short-sighted expediency to diver 
resources from the improvement of economic 
capital at home or the development of pto- 
ductive capacity in overseas parts of the 
Commonwealth, more particularly in Afric; 
and south and south-east Asia. I repeat thi 
the quality we need, above most things, iq 
the present state of the world is staying 
power. 


Serious 
$10n of 
Current 


HIGH DOLLAR EARNINGS ESSENTIAL 


Secondly, no effort should be abated in 
maintaining at the highest attainable level the 
dollar earnings of the sterling area, and of 
Britain in particular as the central unit of 
that association. The defence programme 
may require larger imports of raw materials 
and may impair export capacity in some 
branches of industry. fact that the 
balance of current payments of the United 
Kingdom showed a substantial surplus )ast 
year, and the further, more directly relevant, 
fact that the sterling area as a whole has been 
earning a dollar surplus, give no ground 
whatsoever for any slackening of endeavow. 
The suspension of Marshall aid must in itself 
tend to slow down the growth of gold and 
dollar reserves ; yet only by the maintenance 
of that growth can the pound sterling reach 
a position in which steps can be taken towards 
wider convertibility. 


Then again, we in Great Britain must pre- 
pare ourselves for meeting the interest and 
sinking fund on the American and Canadian 
Government the service of which is 
due to begin at the end of this year. The 
first annual payments will entail drawing 
on our gold and dollar resources to the exten! 
of well over $150 million. It is true that the 
“escape clause” in the loan agreements 
might perhaps be invoked ; but there 
everything to be said for avoiding recourse 
to that expedient and for according the 
highest priority to payments falling due under 
the debt contracts, 


SUSTAINED EXPORT EFFORT 


To fulfil these liabilities, while at the same 
time adding to monetary reserves, meclilg 
more of the import requirements of partness 
in the sterling area supplying capitl fe 
development of resources Overseas, W 
for the greatest and most sustained ~~ 
effort that can be put forth. The of 
Dollar Exports and of the 4 oi 
American il on seeeaceray me te 
gratifying results, which will need |! 

ied and mulviplied in the period imme 
diately ahead. 


Assuming continued success along these 
lines, so that equilibrium on the balance 
payments is firmly established and the _ 

reserves of the sterling area arc ~~ 
fully reinforced, the question will S 
whether the time has not come for mont 
gradually towards fuller convertibility - 
freer use of the pound sterling Britain 


icipation in the European Payment 
Union, on terms which provided, «I 
between members of the Union and  & 
sterling area, was an im t step 2 ee. 
direction ; so also were vntrics 
able es facilities re i institu 

t y enjo 
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artangements with Scandinavian countries. 
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Ir may be worth considering whether 
further progress could be made by offering 
inducements, with suitable safeguards, to 
wider spemabership of the sterling area. We 
can perhaps usefully remind ourselves and 
our friends abroad that the sterling area, 
which historically was a natural growth aris- 
ing from complementary trading and financial 
relations, has a much firmer economic 
foundation than has a deliberately devised 
association like the E.P.U., comprising a 
group of countries that have little in the way 
of economic solidarity beyond that which is 
provided by geographical proximity and 
common devastation by war. A number of 
countries which formerly were “ natural 
members of the sterling bloc, by reason of 
long-standing trade and financial connections, 
are not now members of the sterling area, 
and it seems not unduly visionary to hope 
that arrangements might be concerted under 
which they might see fit to bring themselves 
once again into this firmly grounded monetary 
association. 


Whatever the particular methods, however, 
by which the pound sterling might be 
brought nearer to its old position of reddy 
availability for all trading purposes, there can 
be no doubt that progress along this line 
would constitute a far more desirable appli- 
cation of regained strength than a deliberate 
revaluation of the pound in terms of the 
dollar, which might easily have the result of 
dissipating some of the gains already achieved. 


WEAKNESS IN THE DOMESTIC SITUATION 


Turning, very briefly, to the domestic 
scene, we find here, too, as on the external 
side of affairs, a record of substantial if quali- 
fied achievement. The notable increase in 
the volume of industrial output, apparent a 
year ago, has continued, thanks largely to 
the extensive improvement of capital equip- 
ment; and there is evidence that the oppor- 
tunity presented by devaluation of the pound 
to expand export trade, often in spite of the 
attracuons the home market, has been 
vigorously seized. All this, and more, is 
remarkable in face of the inescapable diffi- 
culties of the postwar period, to which have 
been added the distractions resulting from 
political divisions and the needless diversion 
of effort caused by such projects as the 
nationalisation of the steel industry. If, more- 
over, any complacency should be felt on the 
basis of past, very solid, accomplishment, it 
can be speedily dispelled by reflecting upon 
the fuel shortage and the all-too-frequent 
Power cuts which disturb the smooth running 
of industry and cause endless inconvenience. 
It is further to be regretted that defence 
measures would seem to have entailed arrest- 
ing, and perhaps even reversing, the trend of 
decontrol which had substantial 
advances in the past two years or so. 


In considering the prospects for continu- 
ance of the rising trend of productivity— 
upon which so much depends in terms of 

h national security and individual welfare 
—one cannot ignore the accumulating evi- 
one of stringency or lack of balance in the 
hancing of industry, associated with the 
pagreasive shortage of equity capital. The 

vernor of the Bank of England called 
attenuon to this problem some months ago, 
and as time Passes its urgency becomes more 
evident. It is to be hoped that the expert 
inquiries instituted by the Government into 
= effects of the present system of taxation 
apd es and profits will be pressed forward 
ae and the resultant recommendations 
led as questions for prompt decision. 


INFLATIONARY PRESSURE 


inte complex problem of _ industrial 
é. however, is but one manifestation 
re aa Single cardinal factor in the economic 
hare: Bamely the continuance, and per- 
Hen ntensification, of inflationary pressure. 
enn the prime cause of anxiety in any 
the immediate future. It seems to 


be officially recognised that the pressure may 
be imcreased by the needs of rearmament, 
not only in this country but throughout the 
world; what seems to be less readily 
admitted is that even before the new defence 
programmes were drawn up the forces of 
inflation had not been decisively arrested, 
despite the unprecedented calls made upon 
the taxable capacity of the country. 


On this matter one’s judgment is to some 
extent dependent on personal definitions, 
proror of the term “full employment ”; 

ut if ome accepts as the objective the 
absence of prolonged and enforced idleness 
among competent and willing workers, then 
it can be argued that the maintenance of a 
“high and stable level of employment” is 
practicable without prejudice to the preser- 


FLUCTUATIONS IN BANK LIABILITIES AND ASSETS 
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defence charges on the national revenue, 
which may make more difficult the further 
pursuit of such a policy, that the reasons for 
the growth of bank deposits should be 
brought to iight. The November issue of 
the Midland Bank Review contained an 
article which was designed to explain the 
working out of various factors governing the 
rise or fall in bank deposits, and I propose 
to follow the pattern of that article in 
attempting to interpret the movements of the 
past year. For this purpose the latest figures 
I can use are drawn from the November 
returns of the London clearing banks, but 
there is no reason to suppose that the substi- 
tution of December figures will seriously 
modify the conclusions reached. The essen- 
tial data may, then, be set out as follows :— 


(£ Million: Approximately at Mid-Month) 
““ Public Sector ’’ Assets 

Net Deposits Investments Other Total Advances 
Nov., 1948, to Aug., 1949 —j17 + 31 — 227 —196 + 8&6 
Nov., 1949, to Aug., 1950 — 86 — 18 — 203 —221 +125 
Aug. to Nov., 1949...... +126 + 6 + 69 + 75 + 46 
Aug. to Nov., 1950...... +252 + 15 + 224 +239 + 315 
Year to Nov., 1949...... + 9 + 31 — 158 —121 +132 
Year to Nov., 1950...... + 166 — 3 + 21 + 18 +140 


vation of sound monetary conditions. As 
events have turned out the pound, con- 
sidered in its domestic setting, has depre- 
cited continuously in postwar years; 
measured in perhaps the most realistic and 
comprehensive way, on the basis of actual 
consumers’ expenditure, it lost about one- 
fifth of its purchasing power in the home 
market in the five years to October, 1950. 


FULL EMPLOYMENT 


This being so, one is forced to ask whether 
the objective of full employment has been 
correctly interpreted in terms of policy— 
whether, that is to say, we have in fact had 
too strong a demand for labour, at the cost of 
inflation and of that quality of mobility 
which was lzid down as necessary in the 
famous White Paper on Employment Policy, 
and whether policy in associated directions, 
as in the expansion of desirable social ser- 
vices, has been carried forward so rapidly as 
to put an excessive strain on the country’s 
command over goods and services. 


Whatever be the final answer to these ques- 
tions, it is certain that, so long as monetary 
or other factors operate to impede the maxi- 
mum exploitation of our productive capa- 
bilities, both human and material, progress 
along the lines, already indicated, of full and 
fruitful international collaboration is bound 
to be held back. In such circumstances 
Britain—which can mean nothing other than 
the people of this country acting both indi- 
vidually and collectively—would scarcely be 
able to avoid the verdict of having acted as 
a brake on the wheels of internationally con- 
certed measures of political security and 
economic expansion. To remove all ground 
for such a verdict must be the task to which 
our country is committed for the years imme- 
diately ahead. 


MONETARY CONDITIONS 


Arising out of my remarks on inflationary 
pressure, it will not have escaped notice that 
the latter part of the past year has seen a 
marked expansion of liquid money in the 
form of bank deposits—a movement which is 
reflected in our own balance-sheet, where 
deposits are shown to be £40 million, or 3 
per cent. higher than at the end of 1949. The 
expansion is the more noteworthy since it 
follows a period of more than two years over 
which the trend was almost level, thus 
according with the official policy of stabili- 
sation through budgetary disinflation. Are we 
to infer, then, notwithstanding statements in 
the Budget speech last April, that that policy 


has failed or been abandoned? It is obvi- 


ously important, especially in view of heavier 


CLEARING BANKS’ DEPOSITS 


It will be seen that over the year to 
November, 1949, the net deposits (that is, 
deposits as recorded less cheques on and 
balances with other banks) of the clearing 
banks were practically unchanged in amount, 
whereas over the year to November, 1950, 
they increased by roughly £170 million, or 
nearly 3 per cent. The disparity, however, 
was concentrated in the last quarter of the 
year. It is clear from the table that, largely 
under the impact of seasonal movements, 
there was a shrinkage in the first nine months 
of each year. In both periods an increase in 
non-Governmental borrowings from the 
banks was far more than offset by a reduction 
in the requirements of public authorities in- 
cluding the Government itself; but in the 
later period the net coniraction was less 
pronounced. 


For the concluding three months, however, 
a marked divergence is to be noted, the 
expansion of deposits being twice as large 
in 1950 as a year earlier. Inspection of 
month-by-month figures for 1950 shows that 
the expansive movement was at its full 
strength in the period mid-August to mid- 
October. The divergence is not to be traced 
to the borrowing demands of the “ private 
sector” of the national economy, for the in- 
crease in advances was smaller than a year 
before. The responsible factor is to be found 
in the banks’ holdings of “public sector” 
assets, in particular Treasury bills and Trea- 
sury deposit receipts; taken together, the 
“ public sector” assets expanded more than 
three times as much in the quarter to 
November, 1950, as in the corresponding 
period of 1949. 


REASONS FOR EXPANSION 


The clue to the source of the expansion 
has now to be followed into the Exchequer 
returns, and at the first stage the evidence 
conflicts with the results; for on the basis 
of revenue and outgoings the past year’s 
record is slightly more disinflationary than 
that of 1948-49, while the same comparison 
is true of the concluding three months of the 
year. To reach any accurate interpretation 
of the figures, knowledge would be required 
of the magnitude of the decline which it is 
thought may have taken place in Govern- 
ment-financed stocks of primary commodi- 
ties ; but at least one may conclude that it is 
not in any rapidly mounting scale of current 
Government expenditure, or in any shortfall 
of revenue, that the origin of the expansion 
in bank deposits is to be found—the pressure 
of rearmament outlay, it appears, has yet to 
be felt. 








230 


We are driven, then, to search for other 
possible causes of the addition to the amount 
of bank finance provided for Government 
needs. Looking first at domestic conditions, 
it is possible—though the facts are by no 
means clear—that some decline may have 
occurred in private, non-banking holdings of 

vernment debt; but when allowance is 
ade for other internal factors, such as the 
accumulating surplus on the national insur- 
ance funds, it would not be warrantable to 
find here the cause of expansion on such a 
scale as has been noted. 


STERLING AREA’S BALANCE 


It follows that the expansion must have 
been due overwhelmingly to the changed 
external position, including the establishment 
—for the time being at least—of a surplus on 
the sterling area’s balance of payments with 
dollar countries and the tendency among 
foreign buyers to meet their foreseeable re- 
quirements of sterling by purchases in 
advance of actual meed. Under the impact 
of these forces the Exchange Equalisation 
Account had to take into its possession large 
amounts of gold and dollars, and in paying 
for these it had to hand out equivalent 
quantities of sterling, a substantial part of 
which went on to deposit with the banks. 
The fact that it was found necessary, in 
July and again in October, to make large 
additions in sterling to the resources of the 
Exchange Account indicates the pressure of 
the requirements thus arising. 


As the outcome of the whole process, bank 
liabilities amd assets were both enlarged as 
opposite facets of the same movement: on 
the one side deposits grew, and on the other 
the banks came to hold, or finance the hold- 
ing of, additional Treasury bills put out by 
the Exchange Account to pay for the gold 
and dollars it was acquiring. Against the 
expanded volume of deposits the banks had 
to hold a larger quantity of cash, in order to 
maintain the regular ratio of 8 per cent. 
and, in accordance with the now well- 
established system, the authorities accepted 
the responsibility of providing the additional 
cash in the form of bankers’ balances with 
the Bank of England. 


IMPACT OF TAXATION 


Thus analysed, the growth of bank deposits 
gives far less cause for anxiety than if it had 
been traceable simply to deficit financing 
through a sharply unbalanced Budget. In- 
deed, it would be possible to argue that some 
part of the momentum towards expansion 
will work itself into reverse as sterling bought 
in anticipation of needs is used to pay trade 
debts as they fall due. Nevertheless, it would 
be wrong to regard the increase with com- 
plete equanimity, particularly in the light 
of foreseeable factors making in themselves 
for further expansion. One of these is the 
prospective rise in Government expenditure, 
particularly on account of defence, which, 
having regard to the existing level of taxation, 
will not be easy to provide for out of revenue 
while leaving still a substantial Budget 
surplus to cover “ below-the-line ” outlays. 


It is relevant here to remark that, in order 
to exert full disinflationary effects, taxation 
needs to have its impact on incomes and 
private spending ; taxes which have the result 
merely of transferring capital are largely in- 
effective for this purpose. The relation 
between revenue and outgoings, it is true, is 
only one of the major factors governing the 
total Governmental requirements of bank 
finance, and no one can judge at all confi- 
dently the weight to be exerted by other 
factors, particularly the course of the external 
balance of payments. 


INDICATIONS OF FURTHER PRESSURE 


In the non-Governmental field, however, 
there seem to be indications of continued 
expansive pressure through the upward trend 


in bank advances, which lifted our own 
balance-sheet item by £13 million to £344 
million in the course of 1950. The rise in 
the level of prices, possible further increases 
in production in some industries, the return 
of important parts of the trade in primary 
commodities into private hands and the wide- 
spread financial stringency in business all 
point in this direction. On the other hand, 
many undertakings are finding it impractic- 
able to maintain their required stocks of 
materials and may have to operate on a lower 
level of activity, while some have already 
taken the view that their turnovers must be 
restricted, even at the cost of a reduction of 
output, to accord with the capital resources 
at their disposal. It can be taken for granted, 
moreover, that the banks will continue to 
scrutinise applications for credit with full 
regard for the national interests as expressed 
in the terms of official communications of 
Government policy. 


Taking all things in view, as far as the 
prospects can be judged, it would not be 
surprising if a trend towards monetary expan- 
sion were to continue, unless measures to 
combat inflationary pressure are adopted 
which go nearer to the source of the trouble 
than those so far employed—unless, in par- 
ticular, the heavier rearmament outlay can be 
brought within the compass of the present 
volume of Government spending. 


AFFAIRS OF THE BANK 


In accordance with monetary developments 
just mentioned, and with the upward trend of 
business activity, our gross earnings for 1950 
were higher than for the preceding year. 
This increase, however, was more than offset 
by the continued growth of salaries and 
wages, pension provisions and other staff 
costs, as well as other running charges and 
the higher load of profits tax, so that the net 
profit, as already amnounced, was again 
slightly lower on the year. 


Out of the net profit we have allocated a 
larger amount than a year ago to the general 
reserve for future contingencies, believing 
that the many uncertainties clouding the 
future impose upon us the necessity of 
strengthening to the fullest possible extent— 
in the interests of depositors, shareholders 
and staff alike—the inner reserves of the bank. 
If the directors’ recommendation for a final 
dividend is approved, the balance to be 
carried forward into the next year’s account 
will be a trifle larger than that brought in. 
As evidence of healthy growth in the volume 
of our business I would refer you to the 
diagrams printed at the end of the annual 
report. The experiment begun a year ago 
along these lines was so cordially welcomed 
that I feel sure the present expanded and 
improved series will be of wide interest. 


OVERSEAS BUSINESS 


On the overseas side of the business, 
perhaps the major part of the postwar re- 
expansion arises from the still growing use 
of documentary credits, covering British 
imports and exports and trade between 
countries other than the United Kingdom. 
The volume and diversity of transactions 
under the last heading are a tribute both to 
the strengthening of the position of London 
as the pre-eminent financial centre of the 
world and to the leading part played in it by 
our own overseas branch. Associated with, 
and in addition to, this essential service to 
international trade is the work involved in 
the task, imposed by national necessity, of 
operating the elaborate system of exchange 
contrel, under which we have to apply a 
never-ending stream of new or revised - 
lations and instructions. We eitionias aa 
the equivalent of the full time of several 
hundreds of our staff, whether at the over- 
seas branch and the four special foreign 
branches in provincial centres or at ordinary 
branches of the bank, is occupied in this 
work ; quite apart from the skilled labour of 
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dealing with exchange contro! form; 
trade, travel and other purposes, at ; = 


approaching a million a year, much tim 
highly trained and specially equipped offcak 
is taken up in interpreting the regulations 
to customers and helping them to frame their 
applications to the authorities. 


DEALINGS IN CANADIAN DOLLARS 


A warm welcome was given to the limited 
facilities accorded some months ago {x 
dealing in Canadian dollars, for which ye 
were particularly well prepared by the instal. 
lation of new equipment following destruc. 
tion by enemy action ; and it is hoped tha, 
in the light of experience now being gained 
some further steps in the direction of larger 
freedom for approved business may be found 
possible as time goes on. In common with 
other banks, we experienced in the late; 
summer months an accumulation in our 
hands of foreign-owned balances as a result 
of rumours, usually having their source out- 
side this country, of pending revaluation of 
the pound, which led traders abroad 0 
anticipate their sterling requirements ; a large 
part of these balances has now been worked 
off in course of trade, but the residue js 
indicative, along with other signs, of the 
higher esteem in which sterling is now held 
throughout the world. 


This sustained growth of our overseas 
business, however, is by no means wholl: 
due to circumstantial factors ; it could no: 
have been secured without a high standard 
of service and the maintenance of a lively 
attention to the infinitely varied needs of 
customers at home and cf banking and other 
clients abroad. For both purposes constant 
contact has to be maintained on a personal 
level, and we believe it to be in the interests 
of the trade of this country and its earnings on 
“ invisible” account that these intimate rels- 
tions should be cultivated and periodically 
refreshed. During the past year repre- 
sentatives of this bank have visited the 
United States and Canada, the Scandinavian 
countries and Finland, the Netherlands, 
Belgium, France, Spain, Italy, Switzerland, 
Germany, Yugoslavia, Greece and a number 
of Middle East countries; and visits are abou: 
to be made to various parts of South 
America. 


“ SELF-BALANCING ” ITEMS 


_ Attention has already been directed to the 
rise, over the past year, in the banks 


‘deposits and advances, and one or two othe: 


items of the balance-sheet call for menton. 
A striking increase has occurred in the “self- 
balancing ” items relating to acceptances and 
confirmed credits, and this, together with the 
enlargement of forward exchange contracts, 
has to be attributed mainly to the expanding 
volume of international trade, at rapidly 
rising prices, financed through these p%- 
ticular facilities available in the Londo 
market. 


With regard to the assets held agains 
deposits, the switching over of official te- 
quirements, noted a year ago, from Treasus 
deposit receipts to Treasury bills was carried 
further, though there have been signs Jatterly 
that the movement may have come to @ 
end. In recent months we have added to ou! 
holding of investments by purchases 
short-dated Government securities, ths 
keeping the ratio of investments to deposi 
at about the same figure as a year or (We 
years ago. Investments and advances togethe: 
still cover less than one-half of our deposi’, 
as against the conventional two-thirds before 
the war, so that a very high standard 
liquidity is maintained. 


PROGRESS OF AFFILIATED COMPANIES 


or observation, as well as accountis 
~ records, enable me to report favout 
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on the progress of our affiliated com- 
oe Our oldest affiliation is with the 
Belfast Banking Company, which, under the 
chairmanship of Lord Alanbrooke, amply 
maintains its record of trusted service in the 
financial affairs of public authorities, business 
undertakings and private citizens in Northern 
Ireland. Thanks very largely to the guiding 
wisdom of Sir Harold Yarrow, the combined 
Clydesdale and North of Scotland Bank has 
begun the writing of a new chapter in the 
jong and honourable history of the two separ- 
ate institutions—a chapter marked by the 
issuing of a new note, the design of which 
happily embodies the elements of this historic 
union. The arrangements for fusion of the 
two businesses have gone forward smoothly 
and, I am confident, to the advantage of all 
concerned, particularly customers of the two 
amalgamating banks. 


The business of the Executor and Trustee 
Company is still growing, and during the past 
year two more branches have been opened. 
In our own bank, new offices have been estab- 
lished in various places where public need 
holds out the prospect of remunerative ser- 
vice, and the total of branches and sub- 
branches, at 2,118, is now very close to that 


recorded just before the outbrea’ of war, 
which enforced a large number of closures. 


STAFF PENSIONS 


During the past year two important steps 
have been taken, with the approval of the 
Board, in the interests of the staff and the 
bank. First, in the light of an actuarial 
inquiry, the bank’s contribution to the Mutual 
Provident and Widows Fund has been heavily 
increased in order to enable present benefits 
to widows and orphans to be maintained 
without raising the rate of contribution from 
members of the staff 


Secondly, a Pension Trust Fund has been 
established, requiring very large appropria- 
tions out of the current earnings of the bank 
to provide for the great expansion of pension 
liabilities which results from unevenness in 
recruitment caused by two world wars. The 
new scheme, like that in force hitherto, in- 
volves no contribution from existing members 
of the permanent staff. In conclusion, I am 
glad to pay tribute once again to the high 
standards of efficient service steadily main- 
tained by our staff m every department of 
the bank’s work. 





LLOYDS BANK LIMITED 


SPECTACULAR IMPROVEMENT IN STERLING POSITION 
DOLLAR EXPORT EARNINGS RISE TO NEW RECORD LEVELS 
NATION ALREADY OVERTAXED 


LORD BALFOUR OF BURLEIGH ON NEED FOR DRASTIC 
PUBLIC ECONOMY 


The annual meeting of Lloyds Bank 
Limited will be held on February 16th at 
ihe head office of the bank, 71, Lombard 
Street, London, E.C.3. 

The following is the statement by the 
chairman, The Rt. Hon. Lord Balfour of 
Burleigh, D.C.L., D.L., which has been 
circulated with the report and accounts for 
the year to December 30, 1950:— © 


My Lords, ladies and gentlemen, 

_ During the past year we have suffered the 
loss by death of Lord Wardington, and I 
must begin my annual statement to share- 
holders by placing on record our deep sense 
of the value of the services rendered by him 
for forty-seven years to Lloyds Bank. Lord 
Wardington, affectionately known to his 
friends for most of his life as Montie Pease, 
joned the board as a partner in Hodgkin, 
Barnett, Pease, Spence and Company, on 
the amalgamation with the bank of the busi- 
ness of that firm in 1903. He was chairman 
of the bank from 1922 to 1945, and during 
that period served no less than four separate 
terms of office as chairman of the Committee 
of London Clearing Bankers and president 
of the British Bankers Association, 


Lord Wardington left behind him a great 
‘cord in the fields both of banking and of 
Ps Special i his areas was 

18 passing is eagues 
on the board and by the of the 

I must also refer with deep regret to the 
death of Mr L. D. Williams, which occurred 
on February 4, 1950, after my last year’s 
moan statement had been issued to share- 
— Mr Williams was a member of our 

th Wales Committee. His untimely death 


deprived the bank of a most valuable 
rector, 


RETIREMENT OF DIRECTORS 


ap attholders will recollect in the report 
the directors for the year 1948 a phrase 
‘heute effect that their directors had accepted 

general principles of the new Companies 


Act as to retirement. It had become evident 
to your board that there was a danger that 
with the passing of the years the average 
age of the board might become too high. 
In October, 1947 (the new statutory provi- 
sion as to directors’ retirement did not come 
into force until June 30, 1948), your direc- 
tors resolved that the retiring age for direc- 
tors should be considered to be seventy, and 
that re-election after that age should be 
exceptional rather than usual. Many men 
of over seventy retain such mental and 
physical powers as to enable them, with their 
accumulated wisdom and experience, most 
admirably to fulfil their full duty as direc- 
tors. Examples are numerous among those 
of our former colleagues who have retired 
during the last few years, both before and 
since the coming into force of the new Act. 
Shareholders will, I know, wish me to record 
their appreciation of the public spirit of men 
who voluntarily refrain from offering them- 
selves for re-election in such circumstances. 
While in the short run we lose the benefit 
of their wisdom and experience, we al! recog- 
nise the importance of securing a regular 
accession of younger men to the board, and 
we believe that this policy will in the long 
run prove to be in the best interests of the 
bank. 


On this occasion seven directors who have 
attained the age of seventy or over retire 
in accordance with our agreed policy and do 
not offer themselves for re-election. They 
are Sir Peter Bennett, Kt, O.B.E., M.P., Sir 
Harold Bowden, Bt., G.B.E., Lieut.-Colonel 
R. K. Morcom, C.B.E., Sir William Verdon 
Smith, Kt, C.B.E., The Rt. Hon. Lord 
Teviot, D.S.O., M.C., Sir Henry E. S. 
Upcher, Kt., and Sir Evan Williams, Bt., 

.D., DL. The bank is indeed fortunate 
to have the benefit of counsel of so eminent 
a group of men, every single one of whom 
has been honoured by the King in recogni- 
tion of services rendered in many spheres of 
public life, more particularly in industry, in 
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agriculture and in public administration. 
Special reference must be made to Colone! 
Morcom, who completed forty years’ service 
on the board in 1950 and since the death of 
Lord Wardington has been our senior 
director. The sincere regret we feel at our 
friends’ relinquishment of office as directors 
ig Mitigated only by our conviction of the 
soundness of the policy which dictates it, 
and by the fact that in almost every case 
geographical circumstances most fortunately 
permit us still to benefit by their collabora- 
tion, Sir Peter Bennett and Colonel Morcom 
will continue to serve on our Birmingham 
committee, Lord Teviot on our Salisbury 
committee and Sir Evan Williams on our 
South Wales committee and Sir William 
Verdon Smith will continue to give us the 
benefit of his advice in Bristol. 


The re-election is proposed of Lord 
Brand, Mr W. H. Fraser, Mr C. E. Lloyd, 
Sir Sydney Parkes and Mr R. A. Wilson, 
who have attained the age of seventy years, 
= special resolutions will be moved to this 
effect. 


NEW APPOINTMENTS TO THE BOARD 


Of the five new directors appointed to the 
board whose re-election the shareholders wil] 
be asked to confirm, Sir Edmund Bacon jis 
Lord Lieutenant of Norfolk and a prominent 
agriculturalist. Sir Frederick Burrows, after 
being president of the National Union of 
Railwaymen, served with distinction as 
Governor of Bengal at a critical period, and 
is chairman of the Agricultural Land Com- 
mission ; I would direct the special attention 
of the shareholders to this appointment, for 
Sir Frederick Burrows brings to our counsels 
a wealth of experience of a kind not pre- 
viously available to us. Lord De L’Isle and 
Dudley comes to us with an exceptionally 
fine record of war service ; Sir George Nelson 
is head of a great industrial enterprise ; Mr 
E. Whitley-Jones, after a lifetime of service 
in banking, has been joint chief general 
manager since 1946. I am confident that 
these appointments will give as great a 
measure of satisfaction to shareholders as 
they will prove themselves to be of advantage 
to the board. 

I record with pleasure the conferment of a 
knighthood on Sir George Leigh-Jones. 

Mr J. C. Taylor has heen appointed a 
member of the Liverpool] Committee and 
Mr H. B. Robin Rowell, C.B.E., A.F.C., 
D.L., a member of the Newcastle-upon-Tyne 
Committee. 

In consequence of Mr Whitley-Jones’s 
election to the Board Mr A. H. Ensor 
becomes sole chief general manager. Mr R. 
G. Smerdon, M.C., and Mr E. J. Hill have 
been appointed deputy chief general managers 
and Mr A. J. Faux and Mr G. Y. Hinwood 
have succeeded them as joint general 
managers. 


PROFIT AND LOSS ACCOUNT AND 
BALANCE SHEET 
I will refer now to our profit and loss 
account and the balance sheet. 


Our profit at £1,761,603 is £52,327 higher 
than last year. 


It might have been anticipated that, with 
the large increase experienced towards the 
end of 1949 and during the current year in 
our loans and advances, there would have 
been a substantial increase in our profit. It 
has been necessary, however, to give all the 
assistance possible to our staff to meet the 
increased cost of living with which they have 
been faced, and other running expenses con- 
tinue to mount, with the result that addi- 
tional earnings have been largely absorbed. 


Referring to the balance sheet, although 
our current, deposit and other accounts at 
£1,149 million show an increase of £17 
million over those at the end of 1949, the 
increase was experienced in the closing 
months of the year—following the paitern 
of several preceding years. 
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On the assets side of our balance sheet, 
British Government Treasury Bills at £219 
million show an increase of £32 million, 
which is largely attributable to the fall of 
£56 million in our holding of Treasury 
deposit receipts. 


The other item upon which comment is 
necessary is loans and advances at £289 
million ; showing an increase of £18 million ; 
even so our lending is still only 25 per cent. 
of our deposits. 


I indicated last year that, in view of the 
large increase in the price of raw materials, 
the heavy incidence of taxation and the rise 
generally in the cost of overheads, it would 
be inevitable that a further expansion in bank 
advances would occur. It is impossible in 
such circumstances for the commerce and 
industry of the country to be carried on with 
its prewar working capital, and we cannot 
refuse support for legitimate trading require- 
ments where they do not conflict with 
national policy. 


EXECUTOR AND TRUSTEE DEPARTMENT 


This section of our business continues to 
expand in a most satisfactory manner. Our 
policy of decentralisation has proved success- 
ful and we now have twenty-four branches 
open. Arrangements are in train to establish 
further branches. 


INDIA, PAKISTAN AND BURMA 


It is with pleasure that I again record 
further satisfactory progress of our business 
in India and Pakistan. During the year we 
opened a branch at Dacca in Eastern Pakistan 
and arrangements are well advanced to 
establish new branches in Karachi and 
Madras. I anticipate that these will be in 
operation during the course of the year. 


The exchange difficulties still remain to 
restrict business between India and Pakistan. 
I sincerely hope that this problem will be 
resolved before long. 


Owing to changed conditions which 
followed the events of 1947, we have closed 
eur branch at Simla, Simla has now Jost 
its importance as the summer. seat of the 
central Government of India. 


Conditions in Burma remain unsettled but 
Wwe maintain our business in Rangoon. 


A high standard has been maintained by 
the officials and staff of our Eastern branches, 
and I would like to offer them my warm 
thanks for all they have accomplished under 
very difficult conditions. 


THE NEW TRAINING CENTRE 


A further step in our staff training pro- 
gramme was taken during 1950 when on 
October 2nd the training centre at Hindhead 
was opened. 


The training centre, which is entirely 
distinct from the staff college, is framed to 
deal with the preliminary training of new 
entrants, both young men and young women, 
in order that they may take their place in 
our branches and departments with some 
basic knowledge of the work required of 
them, and to foster in them a sense of 
loyalty to our bank and pride in its service. 


The opening courses at the training centre 
have given most promising and encouraging 
results, and I feel certain that our training 
plans are being developed on sound lines and 
will prove most profitable from every point 
of view in the future. 


OVERSEAS DEPARTMENT (FORMERLY 
COLONIAL AND FOREIGN DEPARTMENT) 


During November the overseas business 
of the bank was transferred from 80, Grace- 
church Street into new premises which we 
had acquired in Eastcheap. Owing to the 
rapid growth of that business our old offices 
were inadequate to accommodate the staff, 


and working conditions became very trying ; 
I am pleased that it has been possible to 
remedy that unsatisfactory position. 


STAFF 


Our thanks are due and should be 
recorded here to our staff for another year’s 
excellent work. There is ample evidence of 
the lively spirit in which the daily tasks are 
carried out, and there is a keenness to be of 
service throughout our staff, non-clerical as 
well as clerical, which must conduce to the 
interests of the public and of our shareholders 
alike. 


I feel sure the existence of our staff college 
and of our new training centre is valued 
by the staff, who know that there never has 
been a time when better or quicker oppor- 
tunity was open to hard work and talent 
wherever they are to be found. The times 
we live in are difficult but the difficulties are 
being faced, I believe, with a determination 
and courage which deserve high praise. 


THE BURDEN OF REARMAMENT 


Since my last statement there has been a 
very serious worsening of the international 
situation. Twelve months ago we were still 
living in the uneasy peace generally called 
the Cold War. Today, British troops are 
fighting with other United Nations forces in 
Korea. At many other points, fresh distur- 
bances may well flare up at any time. The 
peaceful nations of the world are forced to 
shoulder a vast additional burden of arma- 
ments if they are to become strong enough 
to keep the threat of war at bay. 


This marked deterioration in the political 
scene did not, paradoxically, prevent a 
notable improvement in the world economic 
and financial picture. Obviously, that 
cannot last; world-wide rearmament cannot 
take place without throwing up many and 
serious economic problems. It represents at 
least a partial return to war economics, and 
the typical features of a war—or even a 
postwar—economy tend, as we all have 
cause to know only too well, to be inflation 
and regimentation. To some extent we have 
already had a foretaste of these problems. 
The prices of many important primary 
commodities have been bid up to fantastic 
levels in a world-wide scramble to build up 
strategic stocks. This process has sharply 
inflated the level of incomes in primary 
producing countries, such as Australia, and 
the level of costs in manufacturing countries, 
such as Britain. In the U.S.A. itself, Presi- 
dent Truman’s proclamation of a state of 
emergency may foreshadow the imposition 
of very far-reaching controls. 


DOLLAR GAP CLOSED 


For the most part, however, the problems 
of rearmament, both at home and in the 
world at large, still lie before us. In the 
meantime, Korea has accelerated a develop- 
ment which, if it had come about for any 
other reason, would have been a cause of 
great satisfaction. I refer, of course, to the 
alleviation of the world dollar shortage. 
Those who take a defeatist view of the possi- 
bilities of achieving dollar balance should note 
that the world dollar gap was shrinking very 
rapidly even before Korea. In the preceding 
nine months American exports continued to 
decline while American imports showed an 
appreciable expansion. This is, of course, 
the result that one would expect on general 
principles to follow the sharp appreciation of 


the U.S. dollar against most other leading 
currencies. 


Admittedly, devaluation is not the whole 
story. It is fortunate that by September, 
1949, American industry had completed the 
lightening of stocks responsible for the minor 
recession of the summer, and was ready to 
take the currency adjustments in its stride 
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and to forge ahead once again to unprece. 


a less robust condition, the prospect of 
intensified competition in home and overse;s 
markets from greatly cheapened Sterling and 
other products might well have imitiated 3 
deflationary spiral of declining prices agi 
activity, in which event the result of the de. 
valuations would have been very differen 
Nevertheless, the subsequent course of trad: 
lends strong support to the view that much 
of the previous lack of balance between the 
dollar area and the rest of the non-Russian 
world was attributable to the clearly excessive 
level of costs in Europe and elsewhere at the 
artificial exchange parities then prevailing 

In combination with a high level of internaj 
activity in the United States, therefore, de. 
valuation has proved an important corrective 
influence. We have actually seen the begin- 
nings of a redistribution of world monetary 
reserves: since September, 1949, the United 
States has been losing gold to other countries. 
whose gold and dollar reserves, for this and 
other reasons, have risen by some $4,000 
million. 

The improvement in the position of sterling 
has been most spectacular of all. Throughou: 


_ 1950, indeed, the sterling area was able to 


earn a modest surplus in trade with the dollar 
area, the United Kingdom deficit having 
shrunk to a fraction of its former level and 
having been more than offset by the surplus 
achieved by other sterling countries. The 
most important single factor contributing 10 
this result has been the sharp curtailment in 
purchases of dollar imports. But in addition 
our dollar export earnings rapidly recovered 
after September, 1949, and, notwithstanding 
the devaluation, have recently been reaching 
new records. Invisible earnings show even 
greater improvement, and the former drain 
of gold payments to non-dollar countries 
under bilateral agreements has _ been 
eliminated. 


EUROPEAN PAYMENTS 


Nor is that drain at all likely to recur, for 
a great step forward has been made with the 
formation of the European Payments Union, 
which includes the former European “bard 
currency” countries, Belgium and Swiwer- 
land. The Payments Union at last gets nd 
of the restrictive framework of oe 
a vides for a generous excha 
of mutual credits between the member coun- 
tries and places settlements within Europe 
upon a fully multilateral footing. As was (0 
be expected, the new organisation has had 
its teething troubles. Germany in particular 
virtually exhausted her quota within the first 
four months, and had to be provided with 
additional credit. The sterling area, by © 
trast, registered a surplus in European trac: 
so huge as to raise the question whether ¥* 
can afford to extend so much credit to th 
particular group of countries, having er 
to our obligations to the rest of the —_ 
The Colombo Plan, designed to promote ti 
rapid development of South-east Asi—~ 
very constructive undertaking—will in ps 
ticular call for large amounts of sterling 
finance in the next few years. In pane 
the results of E.P.U., however, it must “ 
remembered that part of our export — i 
to Europe has earned conditional a - 
Aid, and that we are now receiving gold a 
E.P.U. in respect of half of any surplus. 

er, our credit with E.P.U. can a wd 

time be translated into imports if we “ 
to purchase them. 


The elimination of the sterling 2c) 
current dollar deficit meant that during 19> 
we were able to place the whole of olf 
Marshall Aid receipts to reserve. The ©” 
covery in the reserves gave rise ip ag 
rumours that the dollar-sterling exchange ©” 
might be raised. Americans suddenly be! 
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re cover their sterling commitments 
' . emp anon ahead, the forward quota- 
‘on for sterling in New York rose for a 
sme to a substantial premium and dollar 
unds flowed into the country on a large 
je. After allowing for this movement, the 
wefling area’s Current dollar surplus for the 
vs} fifteen months was no more than $774 
nillion. On the other hand, our reserves 
nore than doubled during this period, rising 
, as much as $1,875 million to $3,300 
.jiion, easily their highest postwar level. 


MARSHALL AID SUSPENDED 


The recovery in our reserves has had an 
important repercussion: it has led to the 
essation of Marshall Aid to the United 
Kingdom much sooner than could have been 
snucipated even a short while before on 
wther side of the Adantic. With the dis- 
pearance of our deficit in current trade, a 
continuance of dollar aid in that particular 
form would, of course, have been completely 
snappropriate. Indeed, both parties will 
goice at this testimony to the success of 
the Marshall Plan, one of the most mag- 
sanimous acts in history. Fortunately, 
American generosity is not exhausted. 
Marshall Aid itself is not terminated but 
only suspended, and meanwhile the North 
Adantic Powers are working out an equitable 
means of sharing the common defence burden 
that will doubuess result in a flow of military 
sid by the United States to her European 
partners. 


Sv) much for the facts. What of their 
implications ? From all that has been said, 
it is dear that there has been an immense 
improvement in the position of sterling in 
the world during the past year. Whether that 
improvement is sufficiently lasting and far- 
reaching to permit a fundamental change in 
the technical position of sterling, such as an 
upward move in the dollar-sterling rate or an 
early return to convertibility, is a question 
that has been exercising many minds. What- 
ever the merits of any technical arguments 
for an alteration in the dollar rate, it should 
te emphasised that what may seem con- 
venient at any moment from the purely 
ritish point of view is in any Case not con- 
lusive. Like all the other signatories of 
the Bretton Woods Agreements, we are 
pedged to observe a certain code of conduct 
bn our external monetary affairs, the object 
being to substitute a certain measure of 
mniernational co-operation for the monetary 
anarchy which played such havoc with inter- 
national trade before the war and was clearly 
ceirmental to the basic interests of this 

country. If at times any such discipline may 

m a little irksome, let us remember the 
uistuptive effects of the competitive de- 

aluation of the United States dollar in 1934 
and be thankful that all the Bretton Woods 


eae have renounced such expedients 
mn future, 


REVALUE THE POUND? 


Our own Bretton Woods obligations seem 
©'me one among other good reasons for 
“ecting the popular nostrum that we should 
‘et the pound free,” i.e., abandon any fixed 
“ily and allow the day-to-day value of 
trling to be decided by market forces. As 
aything more than a transitional stage 
wards a new parity, a return to the pre- 
Tegime of a “ floating pound” would be 
mirary to the Bretton Woods Agreements 
4 vexen to demolish the new system 
core this has had an Opportunity to prove 
» worth. Before setting sterling adrift to 
wher the buffetings of supply and demand 
a in any event have to be very sure 
cone. underlying position was indeed 
8 2nd the reserves in hand sufficient to 
‘very contingency. 


fay ‘ventual upward change should thus 
°a definite new parity, partially reversing 


the devaluation of 1949. Suggestions have 
been put forward that such a move would 
already be expedient as a means of countering 
inflanonary pressure. At first sight this 
argumen* seems plausible, but on closer 
invesugation one doubts whether a moderate 
appreciation of the exchange rate would, in 
fact, produce any very significant results in 
this direction. Certainly, if the object is to 
combat inflation, one can think of many more 
effective ways of doing so. 


It is interesting to speculate, moreover, on 
the case the British delegate to the 1.M-F. 
woulc put forward for the proposed action. 
In 1949 it was easy to demonstrate that 
sterling was suffering from a “ fundamental 
disequilibrium ” at the prevailing exchange 
rate. It would be difficult indeed to show 
that the converse of this situation exists at 
the present time. Surely the obvious answer 
to any proposal to raise the dollar rate would 
be to point to the severe import restrictions 
that ae still in force. We should be placed 
in the paradoxical situation of arguing at one 
and the same time that sterling is so strong 
that it should rise against the dollar but so 
weak that it needs to be defended by a 
formidabie array of discriminatory import 
restrictions, quotas and exchange controls. 


NEEDLESS RESTRICTIONS 


The first reflection of any genuine im- 
provement in the strength of the pound, in 
other words, should take the form of dis- 
mantling the special import restrictions 
which, according to the generally accepted 
international code, only a country in balance 
of payments difficulties may legitimately 
employ. When sterling is self-supporting at 
$2.80 without the aid of these special props 
it will be time enough to discuss an improve- 
ment in the rate. Those in this country and 
in North America who supported the case for 
devaluation in 1949 did so in the belief that 
it was above ali the artificiality of exchange 
rates which had split the non-Russian world 
into two separate “hard” and “soft” cur- 
rency trading areas. It was taken for granted 
that the adoption of more realistic parities, 
bringing the level of costs in those two areas 
much more into alignment, would make it 
possible ence again for them to trade together 
without the necessity for discriminatory 
restrictions to keep that trade in approximate 
balance. Before the event, indeed, nobody 
supposed that sterling need fall as low as 
$2.80 in order to restore equilibrium in our 
dollar accounts. To suggest that after the 
sterling price of dollar goods had been raised 
by 44 per cent. and the dollar cost of sterling 
goods reduced by 30 per cent. we should 
nevertheless still need the whole panoply of 
exchange restrictions to keep the situation 
under control would have seemed fantastic. 


And indeed the absurdity of any such con- 
tention is surely demonstrated by what has 
in fact happened. In this country, as well as 
in the overseas sterling countries, purchases 
from the dollar area have declined by appre- 
ciably more than the “ planned ” 25 per cent. 
This clearly suggests that the steep rise in 
the sterling cost of dollar goods to importers 
has been as effective as the planned resiric- 
tions in bringing «bout the desired curtail- 
ment, and that we could have lifted many of 
the import embargoes without in fact releas- 
ing any flood of pent-up demand. Surely, 
too, that is the least we might have done as 
a gesture of good faith to our Canadian and 
American friends, an assurance that British 
policy in these matters really does aim, as 
our Government has so often affirmed, at a 
return to non-discriminatory trading just as 
soon as our circumstances permit. 


The scope for actual increases in dollar 
expenditure, unfortunately, is still narrowly 
restricted by the exiguous level of our ex- 
change reserves. Admittedly, these are now 
back to something like their prewar level, 
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but in the meantime rising prices have almost 
trebled the monetary value of world trade. 
There is, of course, no valid method of 
placing an actual figure on the minimum 
reserves which are needed, but in my view 
our present holdings should probably be at 
least doubled before there can be any thought 
of a return to full convertibility even in 
respect of current payments. 


LONDON AS FINANCIAL CENTRE 


Complete freedom of transfer for capital 
as well as curren transactions frankly does 
not seem to me to be even in sight so long 
as we remain the most over-taxed country in 
the world. This I say with the greatest 
regret, for nobody could be more conscious 
that the position of Britain as a great trading 
nation, and of London as the financial capital 
of the world, must inevitably be lost unless 
sterling can in fact regain its prewar status 
as a strong and free currency. The value to 
our whole economy of the overseas income 
earned by the City of London through its 
banking, insurance and other financial ser- 
vices to the outside world (including in pre- 
war days the earnings of flourishing com- 
modity futures markets) is only too easily 
overlooked. It is a remarkable fact also that 
the income from our sadly depleted overseas 
investments is even now sufficient to pay for 
nearly one-fifth of our food or one-quarter 
of our raw materials. How dangerously easy 
it would be for London to slip behind as a 
financial centre is sharply brought home to 
us by the recent exodus of several important 
Rhodesian companies as the direct result of 


penal taxation—a most disturbing pheno- 
menon 


CONVERTIBILITY PROSPECTS 


Nobody will suppose, therefore, that I 
under-estimate the importance of an early 
return to fulf convertibility of sterling on 
current account or, in consequence, the im- 
portance of our acquiring sufficient gold 
reserves to make that possible. Whether the 
best way to acquire those reserves under 
present conditions is to build them up out 
of the proceeds of a current surplus in trade 
with the dollar area is an altogether different 
question. Basically, such a policy means 
exchangihg goods for gold, a process that 
must aggravate the inflationary pressures 
which already threaten us. It would be 
ironical if we were to undermine the intrinsic 
worth of sterling by the very measures 
designed to buttress its position. 


Nevertheless, the restoration of sterling 
convertibility remains a most desirable ob- 
jective for the United States as well as for 
ourselves. And provided the dollar gap 
remains Closed, with or without military aid, 
there is in principle always the possibility of 
achieving ‘t by means of a currency stabilisa- 
tion loan. When the Economic Recovery 
Act was introduced, President Truman ex- 
plicitly stated that Marshall Aid was not 
intended to preclude such operations, for 
which the necessary legislation would be 
introduced at the proper time. It is satis- 
factory that Mr Gordon Gray, in his sym- 
pathetic and enlightened report to the 
President, has reopened this question. A 
stabilisation credit on a scale that would 
facilitate the restoration of sterling converti- 
bility clearly merits the consideration of all 
concerned 


Unfortunately, the military situation may 
have rendered the whole subject of converti- 
bility for the time being an academic one. 
In spite of the rise in primary commodity 
prices and the steady decline in U.S. exports, 
it would clearly be unwise to count on a 
continuance of the sterling area’s surplus in 
current trade with the dollar area. Moreover, 
preoccupation with such matters as the con- 
vertibility of currencies and the safeguarding 
of exchange reserves belongs essentially to a 
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peacetime environment. If strategic con- 
siderations are to be paramount, then, as we 
learnt in 1940, one has to think in terms of 
a pooling of resources: it would be absurd, 
for example, for this country to devote its 
resources to the production of peacetime 
luxuries for shipment to North America 
simply in order to earn dollars. 


EFFECTS OF DEVALUATION 


The past year has seen a welcome liberali- 
sation of our trade with Western Europe and 
some minor relaxations of the exchange con- 
trol as affecting European countries. On the 
other hand, devaluation, as we have seen, has 
not brought that dismantling of import 
restrictions and exchange controls vis-a-vis 
the dollar area which it was hoped would 
result. It did, however, reverse the declining 
trend of our dollar export earnings and im- 
parted fresh life to the export drive. Exports 
per working day in the second half of 1950 
averaged more than 175 per cent. of the pre- 
war volume—a level that seemed an almost 
unattainable target a few years ago. The 
proportion of our exports going to North 
America has increased and, in spite of the 
cut in the exchange rate, our dollar export 
-earnings have risen to new record levels. 


Welcome as it is, this expansion in exports 
naturally imposes a severe burden on our 
economy. In our exchanges with the outside 
world, we are now receiving only the terms 
of trade to which the productivity of our 
labour and the level of our money costs of 
production entitle us. The need to give more 
of our exports to pay for a given volume of 
imports has absorbed a large share of the 
additional output resulting from the remark- 
able increase in productivity that has been in 
progress for the past eighteen months or so. 
And the of the Exchequer has 
estimated that this adverse shift in the terms 
of trade would necessitate yet a further 
stepping up of exports by some £400 million 
this year to maintain our balance of payments 
position. 


Internally, the effects of devaluation have 
as yet been less inflationary than was feared. 
The interim index of retail prices actually 
showed no rise on balance during the first 
eight months of 1950, though whether this 
tells anything like the full story is open to 
question. There can, in fact, be no doubt 
that the high and rising cost of living is 
causing severe hardship to many sections of 
our people and giving rise to considerable 
discontent. 

Fortunately, the upward pressure on prices 
has not—thanks to the responsible attitude of 
trade union leaders and employers alike— 
provoked wage increases on the scale that 
might have been feared. I have indicated 
on previous occasions that the attempt to 
suppress inflation by “wage-freezing” 
policies, instead of combating the inflation at 
source by an effective disinflationary policy, 
inflicts grievous harm on our economy by 
destroying the mobility of labour and in many 
other ways. Nor can such policies ever hope 
to be completely successful, and this means 
that the decline in the purchasing power of 
money (and therefore in the value of savings), 
which has now been in progress without 
interruption for over eleven years, must be 
expected to continue until Government ex- 
penditure is curtailed and our 
generally put on a sound 
Given the continued state 


our years 
litle to fit us to bear, and 


to the finding of the necessary resources of 
labour and materials and to the finding of 
the necessary moncy. 


.. & 
Any suggestion that the additional output 
for rearmament may come simply 
from a continued rise in productivity per 
head is highly optimistic. To a large extent 
the recent rise in productivity has reflected 
the elimination of bottlenecks and the 
smoother flow of production. It is therefore 
likely to be halted by the dislocation insépar- 
able from a large-scale change-over to defence 
production. There is even some question 
whether we shall be able to keep our labour 
force fully employed in the face of incipient 
shortages, not only of imported materials, 
but of the one important raw material we 
should be able to produce at home, namely, 
coal Even the supply of steel, in spite of 
the industry’s wonderful production record, 
is once again a bottleneck. 


On the other hand, it would be absurd to 
suggest that there is no slack in our economy. 
The fact that virtually every employable 
person is on somebody’s payroll does not 
mean that production is running at the 
absolute maximum when most industries are 
working a five-day week. The labour force 
itself may be capable of expansion through 
the attraction of women back to the factories, 
distasteful though the social implications of 
that would be, or by the employment of re- 
dundant European workers. In such ways— 
but above all by an increase in individual 
effort, including if necessary the working of 
longer hours and multiple shifts—it is un- 
doubtedly possible to expand production, 
given the necessary supplies of raw materials, 
fuel and power. It is another question 
whether such additional production can 
possibly be sufficient to take care of defence 
demands and so remove the need for drastic 
curtailment in other directions. It is even 
more doubtful how the extra output is to be 
secured in the industries where it is most 
needed. 


LACK OF MOBILITY 


Rearmament requires a major shift in the 
pattern of production within an economy 
which now lacks the flexibility needed for 
such adjustments. How are the defence 
industries, in the absence of an effective 
policy of disinflation, to secure the additional 
manpower they need ? Direction of labour 
in peacetime would be, to say the least, an 
extremely serious step to take. To allow the 
defence industries to bid up wages in order 
to attract labour would aggravate the wages 
spiral. No doubt an attempt will be made 
to direct resources towards essential uses 
through the allocation of key raw materials 
and by reiniposing a host of other controls ; 
but the whole lesson of the past five years is 
that in a country not actually at war, and 
unless financial policy is pulling in the same 
direction, physical controls work very badly, 
if at all. 

Adequate mobility of labour between in- 
duatries can be restored only by reducing 
the over-all pressure of demand. Failing 
that, the rigidities of our present situation 
will make it very difficult to shift resources 
into the defence industries. It follows that 
to some extent at least production for defence 
will have to be at the expense of exports or 
capital formation: for the very industries 
most essential to rearmament are also highly 
important producers of exports and capital 
equipment. 

CAPITAL PROGRAMME MUST BE CUT 
This must be borne in mind in appraisi 
the financial burdens in store for us, for it 
means that it is still impossible to assess with 


_ precision what the financial implications 
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events, but a round estimate of What the 
Treasury expects to spend does not in any 
case really indicate the actual financial o. 
blem which is involved. On the one hand 
much preliminary work on defence may yy, 
to be financed by private industry. 0, the 
other hand, we do not know how far thy 
necessary resources will be provided by ig. 
creased production and how far by a men: 
diversion of output to armaments producto, 
from exports or capital investment. 


The undesirable consequences of Cutting 
down exports or investments have to }: 
weighed against equally unpleasant alter. 
tives. Exports to the dollar area should, m 
doubt, be maintained to the best of ou 
ability. In recent months, however, we hive 
been running a surplus of the order of (4) 
million per annum in our over-all balance of 
payments, and it is questionable whether 
overseas investment can or need be main- 
tained at this rate. Again, little more than 
half of our total capital formation is devoted 
to the modernisation and equipment of pro- 
ductive industry. Some £500/ £600 million 
of the remainder represents expenditure on 
“ social capital” ; and, desirable though thee 
things are, some of that expenditure might 
be postponed without grievous hardship x 
the present time of national emergency. 
Certainly, such expenditure should be cut © 
the irreducible minimum before there should 
be any thought of raising taxation. It is t 
the capital programme that one would look 
for a large share of the economies by which 
rearmament ought primarily to be financed: 
the lavish standards which have grown up 
since the war over the whole field of publx 

iture stand in striking contrast wih 
the difficulties in making ends meet in ther 
personal expenditure suffered by so many 
of the taxpayers who foot the bill. 


RETRENCHMENT ESSENTIAL 


Even before Korea, the case for reducing 
Government and other public expenditure © 
permit an alleviation of the tax burden ws 
so overwhelming that it is appalling now 
to have to contemplate an actual increase 0 
taxation One cannot doubt that a real policy 
of retrenchment would yield very substantia 
economies, though one or two cherished idol 
would hav- to be shattered in the process. | 
have in mind such things as the notion tht 
the majority of families derive any net bencti 
from the food subsidies, or that new houss 
must be occupied exclusively by tena’ 
receiving enormous subsidies when matj 
others, worse housed, would be only ™ 
happy to pay an economic rent for them. 
Unfortunately, there seems little hope th! 
this radical overhaul of spending policies, de- 
signed to eliminate waste and to limit public 
subsidies to those really in need of “ 
assistance, will be carried a : 

we must prepare ourseives yet 
faibae addition to the crippling load 
taxation which our people are carrying. 


What is absolutely certain is that * 
additional fiscal burden will fall on a 0200! 


which is already ly over-taxed. >! 
higher taxation not ony diminish ‘! 
further the incentives to effort and imitative 


it will have lost a t deal of its forme! 
effectiveness in cube | inflationary pressut 
More taxation, especially more direct taxa 
tion, will mean less saving, while any incte* 
in indirect taxation will raise prices and pi 
word: aie a. aaa 
_ higt odteata, 
capacity is texeibly small. To finance — 
we must look, in the main, not (0 
in revenue, but to drastic reductions in 
public expenditure. a 
To secure adequate resources. 

to safeguard the purchasing so 
of our savings, and to restore to our inten” 
economy that resilience which alone will e 
mit the maintenance of our social s 
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ynimpaired—these are the main objectives of 
a policy of vigorous retrenchment. Drastic 
economy is always difficult, disagreeable and 
unpopular, but to follow any other course 
now would be to sacrifice the substance for 
the shadow and to condemn our people to 
ow strangulauon, social services and all. 





UNION DISCOUNT 
COMPANY OF LONDON, 
LIMITED 


RECORD FIGURES 
LORD KENNET’S STATEMENT 


The annual general meeting of The Union 
Discount Company of London, Limited, will 
be held on February 15th at the offices of 
the company, 39, Cornhill, London, E.C. 


The following is the statement of the chair- 
man, the Rt. Hon. Lord Kennet of the Dene, 
PC. G.B.E., D.S.O., circulated with the 
report and accounts for the year to Decem- 
ber 31, 1950: — 


The past year, despite the varied political 
scene, has not been a particularly eventful 
one for the discount market. The movement 
fom Treasury Deposit Receipts into 
Treasury Bills has continued and there has 
been an expansion in our commercial bill 
activity: this latter growth is largely due to 
the considerably higher prices of all commodi- 
ues. Despite this increased demand for bill 
credits, the discount rate for bank and fine 
commercial paper has remained unchanged 
throughout the year. 


During the year there have been no major 
movements in the discount market, but it has 
been an active year with our turnover in bills 
and bonds considerably increased. 


The balance sheet total of £308,790,028 is 
a new high record, being 2: 027,320 larger 
‘han the figure for 1949. ¢ main item on 
the assets side of the balance sheet reflecting 
‘his increase is our holding of short-dated 
British Government and other securities, 
which is {87,235,330, this figure being 
24,459,073 greater than the 1949 figure. As 
[have stated before, over long periods some 
aference may be drawn from changes in this 
igure, but on a year to year basis increases 
or decreases may merely reflect the technical 
position of the market on our accounting date. 
As an example of this, I would mention that 
our holding has already been considerably 
reduced this year, Conditions generally in 
the short-dated bond market have not been 
unfavourable and this company has been able 
to wade at a reasonable profit. 


TWO CONVERSIONS 


The main events in the short bond 
market have been the two offers to convert 
National War Bonds 24 per cent. 1949/51 
into Funding 24 per cent. 1956/61 and Fund- 
ing 3 per cent. 1966/68, and the fact that no 
Woy has been given to redeem National 

a Bonds 1951/53 at the earliest possible 
ate. These two conversions of 1949/51s 

Ve, of course, removed this stock altogether 

the scope of the discount market, which 


cordingly at the present time has one less 
to deal in. 


my. net profits are £326,985, which is 

6,157 greater than last year and the balance 
ed forward to the credit of profit and 
account is now £872,888. 


Once again we have to express to our many 


S Our appreciation their continued 
fod will and to our t and staff 


ta, ‘hanks for their able and loyal co-opera- 
an in the furthering of our affairs in an 


ALEXANDERS DISCOUNT 
COMPANY, LIMITED 


SATISFACTORY ACCOUNTS 


The eighty-third annual general meeting 
of Alexanders Discount Company, Limited, 
will be held on February 14th in London. 

The following is the circulated statement 
by the chairman, Sir Eric Gore Browne, 
D.S.0O., O.B.E., T.D.:— 

In the accounts, I think that I should draw 
your attention to the following items. In 
the balance sheet an increase in deposits from 
£125,689,101 to £140,677,567, an increase in 
bills discounted from (77,987,312 to 
£83,467,405, an increase in British Govern- 
ment securities from £49,611,930 to 
£59,264,313, and an increase in our balance 
sheet totai from £129,767,401 to £144,798,867. 
I have recently had occasion to examine 
some of the accounts of this company for the 
years long ago, and it is interesting ~ recall 
that at the end of 1911, thirty-nine years ago, 
a year before Lord Colgrain joined the board, 
the corresponding figures were :—Deposits 
£9,311,740, bills discounted £9,878,739, 
British Imperial Indian and Colonial Govern- 
ment securities £1,024,777. 


RECORD FIGURES 


The figures which we now present are the 
largest in our long history of over 140 years. 
They demonstrate, I think, not only the im- 
pertance of the part which this company is 
called upon to play in the London money 
market; they also serve to emphasise the 
vital necessity, to which my predecessor has 
frequently referred, of continuing to build up 
our inner reserves, a task made harder by the 
heavy burden of taxation. Only thus can we 
face the future with increasing confidence, 
whether or not changes occur in current 
interest rates. It is of course true to say 
that the policy of the Government plays a 
dominant part in the movement of these rates, 
which, in our national economy, no longer 
depend in the main on the movement of 
goods and gold. But we must never forget 
that, even in a controlled economy, as recent 
events have shown, public confidence is still 
an important factor. 

A bill of exchange has been defined as “ An 
order drawn on a person or firm, at a distance, 
requesting payment of money to some person 
or firm assigned by the drawer in considera- 
tion of value received.” We look forward 
to the day when this company, as a discount 
house, will handle once more, in increasing 
volume, true commercial bills covering the 
movement of goods both at home and abroad. 


PROFIT AND ALLOCATIONS 


If you will now turn to the profit and loss 
account, there we show balance of profit for 
the year of £224,212, compared with £204,669 
for 1949, while our expenses were £59,112 
compared with £54,269. We propose to pay 
the same dividends as last year and to carry 
forward £452,000 compared with £409,000 in 
the preceding year. I hope that you will 
agree that these accounts may be regarded as 
satisfactory. : 

During the past year the main evenis of 
interest to the discount market were the offer 
in June to holders of the 2} per cent. National 
War Bonds 1949/51 to convert into 2} per 
cent. Funding Loan 1956/61, together with 
a cash pavment of 33s. 9d. per £100. Later, 
in November, notice was given for the repay- 
ment of the i of the 2} per cent. 
National War Bonds 1949/51 on February 1, 
1951, with conversion rights into 3 per cent. 
Funding Loan 1966/68 at par. Neither of 
these new issues was suitable for us, but, in 

ite of the redemption during the year of 

714 million of short-dated bonds, the total 
of British Government securities outstanding 
with a life of less than five years still amounts 
to over £2,000 million. 
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NATIONAL DISCOUNT 
COMPANY, LIMITED 


EXPANSION OF BUSINESS 


The annual general meeting of the National 
Discount Company, Limited, will be held on 
February 14th in London. 

The following is an extract from the 
circulated statement of the chairman, Com- 
mander the Hon. Lovel W. Coke, R.N. 

The accounts will, I hope, be considered 
satisfactory. One of the main functions of 
the discount market is to provide the means 
for the negotiability of the commercial bill 
drawn on London. We are pleased to report 
am increase over last year of 42 per cent. in 
our purchases of these acceptances. 

Our business in short-dated bonds has 
been very considerable, and although there 
have been no outstanding movements in 
prices, there have been opportunities for 
profitable operations from this source. 

You will see that there has been a con- 
siderable expansion in our business, and the 
total now amounts to £199 million, being an 
increase of 16 per cent., or some £27 million 
over the previous year’s figures. Our 
deposits, which now stand at £194 million, 
are proof that the company has shared fully 
in the expansion which has taken place in the 
discount market’s activities during the past 
year. 

After making provision for rebate, amor- 
tisation of premiums on securities (including 
special amortisation) and taxation, and after 
making transfers to contingency reserves and 
deducting directors’ fees, there remains a 
profit of £301,522. 

It will be proposed at the forthcoming 
meeting to pay dividends of 5 per cent., less 
tax, on the “A” and “B” stock, making 
10 per cent. for the year on both classes, and 
to carry forward to the next account the sum 
of £250,912 against £212,890 brought in. 





APEX (TRINIDAD) 
OILFIELDS LIMITED 


STRONG FINANCIAL POSITION 


The thirty-first annual ordinary general 
meeting of Apex (Trinidad) Oilfields Limited 
was held on January 24th in London, Mr 
Malcolm Maclachlan (chairman and joint 
managing director) presiding. 

The chairman said that oil revenue, after 
provision for development and contingencies, 
and after depreciation of fixed assets, 
amounted to £1,704,000. After providing 
£10,000 for London and New York expendi- 
ture, etc., and £1,025,000 for taxation in 
Trinidad and the United Kingdom, the net 
profit was £669,000. 

The directors. recommended a final divi- 
dend of 1s. 3d. free of income tax per 5s. 0d. 
unit of stock, making a total dividend for 
the year of Is. 9d. free of income tax. 

The production for the year amounted to 
2,833,000 barrels of crude oil and 3,549,000 
gallons of casinghead gasolene. 

During the year 82,371 feet had been 
drilled in continuance of the programme to 
obtain production and to extend the tested 
areas of the property. Eleven wells had been 
completed in the main field and 7 in the South 
Quarry area. Interesting developments con- 
tinued in the Synclinal zone. Well No. 481 
was now giving good production from the 
main sand. Three further wells had since been 
completed. Well 496 gave no production. 
Well 504 was giving excellent production 
from the Jargest sand body so far encoun- 
tered, and was the outstanding development 
of the year. Well 511 was not a commercial 

The company’s financial position was one 
of great strength, 

The report was adopted. 
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WESTMINSTER BANK LIMITED 


STRONG POSITION OF STERLING 
LORD ALDENHAM ON CAUSES OF IMPROVEMENT 


The statement by the Rt. Hon. Lord 
Aldenham, chairman of Westminster Bank. 
Limited, has been circulated to shareholders, 
with the report and accounts for the year 
ended December 31, 1950, which will 
oe presented at the annual general meeting 
at the head office on Wednesday, February 
14th. The following is a summary of the 
statement, which is dated January 11, 1951. 


Lord Aldenham, in recounting the year’s 
changes in the directorate, paid a specially 
warm tribute to the Hon. Rupert E. Beckett, 
who during 1950 resigned from the chair- 
manship of the bank, which he had held 
with such distinction for twenty years. Mr 
Beckeit still remains as a director. 


The balance sheet shows that current, 
deposit and other accounts, at £815 million, 
were £7 million higher than at the end of 
1949. This increase was in some degree 
associated with the strong position of sterl- 
ing and the consequent influx of money from 
abroad. 


INCREASED ADVANCES 


Advances to customers and other accounts 
increased on the year by £18 million to £208 
million. This upward trend was well spread 
and was a natural accompaniment of in- 
creased trade and industrial production. 


The course of bank deposits and advances 
in 1950, taken in conjunction with increased 
production, suggests that there was no great 
addition to inflationary pressure; but the 
outlook for 1951 is by no means so favourable 
in this respect. 


The accounts show a profit for the year 
of £1,471,031, an increase of £10,474 com- 
pared with 1949. Higher earnings from 
advances were partially offset by a reduction 
of income from investments. All expenses 
continued to rise, especially staff costs, which 
are, of course, by far the largest item. The 
profit has enabled the declaration of the 
same dividends as for last year and again the 
placing of £600,000 to reserves for con- 
tingencies. 


In the wider field of national affairs the 
economic progress of 1950 must now be 
viewed in the light of the outbreak of war 
in Korea, which has been taken by all the 
freedom-loving nations as an indication that 
the cold war in Europe may at any time 
become a real war. But our defence 
measures are a long way in arrears ; making 
up for lost time must impose a heavy burden 
on this country and greatly add to our 
economic difficulties. 


STERLING AREA’S RESERVES 


The other outstanding development of 
1950 was the striking increase in the gold 
and dollar reserve of the sterling area, a 
change of fortune which led to the mutual 
agreement between the Governments of the 
United States and the United Kingdom that 
Marshall Aid to Britain should be suspended 
from January 1, 1951. It is difficult to 
exaggerate the success of the Marshall Plan, 
an act of international co-operation surely 
without parallel in time of peace. 

The appearance of a surplus of dollars 
in the balance of payments of the sterling 
area and the consequent suspension of 
Marshall Aid to Britain do not mean that, 
quite apart from the strain of defence pre- 
parations, the economic recovery of this 
country is anywhere near complete. An 
examination of the causes of the improve- 


ment makes this clear. The devaluation of 
the pound in September, 1949, coincided, 
roughly speaking, with an upward turn in 
the level of business activity in the United 
States. A second strong influence was the 
heavy cut in dollar imports which the United 
Kingdom and the countries of the overseas 
sterling area were forced to make at the 
time of devaluation. 


THE KOREAN WAR 


At the end of June, 1950, a third factor 
was added—the outbreak of war in Korea. 
A new stimulus was given to the demand for 
raw materials, and the third quarter of the 
year ended with the reserve standing at 
rather more than double the figure at the 
time of devaluation, the sterling area having 
had a surplus of $400 million in the first 
nine months of 1950 apart from Marshall Aid 
received. This fact encouraged the idea 
abroad that the pound might be revalued. 
The result was a sharp rise in the demand 
for sterling exchange for forward covering 
of purchases of sterling area goods—an exact 
reversal of the conditions which prevailed im- 
mediately before devaluation. 


At the end of 1950 the gold and dollar 
reserve of the sterling area had risen to 
$3,300 million. compared with $1,688 million 
at the end of 1949. In the last quarter of 
the year there was an increase of $544 
million, consisting of a surplus of $398 
million and Marshall Aid amounting to 
$146 million. The Treasury announcement 
confirmed that the forward purchasing of 
sterling mentioned above accounted for a 
large part of the surplus in the last quarter— 
probably over one-third. 


HOW U.K. FARED 


Figures to stow how the United Kingdom 
(as distinct from the sterling area) fared in 
1950 in the effort to balance her dollar trade 
are available for the- first six months only. 
The overall! balance of payments of the 
United Kingdom showed a surplus of £52 
million for the first half of 1950, compared 
with a deficit of £38 million for the whole of 
1949 ; and it seems probable that in the 
second half of 1950 the growth of exports 
and the increase in invisible earnings pro- 
duced even better results than in the first 
half in respect of both our dollar balance and 
our overall balance. 


While therefore genuine progress was made 
in 1950, much of the gain both in the sterling 
area as a whole, and in our own position 
was attributable to exceptional factors the 
removal of which would leave us once again 
short of dollars. We need a much more 
substantial dollar reserve before any re- 
valuation of the pound should be considered. 


_ The real test of our ability to earn our 
living in a competitive world has been post- 
poned, not averted, by the present emer- 


gency, which has once again created “ . 
markets.” . we 


INTERNAL CONDITIONS 


Internal conditions in this coun during 
1950 were more favourable than “had been 
expected. The rise in the cost of imports 
due to devaluation was slower in —s 
retail prices than forecasts had suggested. 
large part of our increase in exports was 
provided by higher production, and we were 
thereby saved the feared reduction in the 
volume of consumer goods available at home. 
Personal incomes were kept fairly stable in 
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accordance with the i j 

initiated by Sir Stafford’ Crgps ee 
_ There must be a wider understanding thy, 
it is American charity that has enabled . 
for some years to live, aS a nation, beyond 
our means. The national standard of jiy; 

in future must be set by reference to ; 

production index rather than to the cost‘. 
living index. It will, in fact, be s set 
whether we wish it or not. 


Industrial production did increase notably 
during 1950—at a much greater rate thin 
was anticipated in the Government’ 
Economic Survey but, by progress on both 
sides of industry, much more still can je 
achieved in this direction. Shortages of ray 
materials will check production in som 
industries in 1951 ; but recent reports from 
our branches all over the country refer to ths 
under-manning of many industries. This 
under-manning and the needs of the Services 
should absorb any labour displaced by lack 
of raw materials. But the difficulty of per- 
suading men displaced from one industry to 
take work in another is formidable, 4s js 
exemplified by the grave lack of manpower 
in the coal-mining industry. 


During the year demand in several lines 
of business was curtailed, and there was a 
widespread impression of there being “ess 
money about,” but in fact the explanation 
of this impression lies in the changed direc- 
tions of demand. Statistics of retail trade 
show that as a result, no doubt, of higher 
prices and the greater selection of goods on 
offer in the shops, money was drawn away 
from entertainments and semi-luxuries and 
spent on essential goods, such as groceries, 
clothing and house furnishings. The toul 
amount spent by the public on their living 
expenses was probably greater than ever 
before. 


The appointment of a strong Royal Com- 
mission under Lord Justice Cohen to inquire 
into the present system of direct taxation is 
a sign of a tardy recognition of the bearing 
of this matter on economic efficiency, 
although the exclusion of the level of taxation 
from the terms of reference makes the Com- 
mission’s task more difficult. 


“THE STATE WILL PAY” 


It would seem that the only real contribu- 
tion that the private individual can mike 
towards the lowering of the level of taxation 
is to kill the idea, which is by no means con- 
fined to the lower income groups, that “th 
State will pay.” We used to be told tht 
the State purse was not inexhaustible ; that 
is an under-statement ; the State purse does 
not exist. 


We need to get public opinion mobilised 
against waste. As an instance of waste, 
Lord Aldenham quotes figures of estimats 
and expenditure on the National Healt 
Service, and says there may be waste 8 
administering the Service ; there 1s certainly 
waste in the use made of it by the publi. 
No Government can provide the nation ! 
an economical Health Service except with the 
co-operation of the individual. 

There is no doubt that we in this country 
face yet again the possibility of a great ¥% 
and that yet again we are not in such a pos 
tion of strength as we should be to meet that 
threat. Surely, then, every act and wor 
responsible statesmen of all parties shou 
now be judged by the contribution they mi 
towards restoring the national unity of ast 
time or helping to increase the national pf 
ductivity. If the Dunkirk spirit can be ad 
in the nation throughout 1951, we cam § : 
all the freedom-loving nations that ad 
once again making y to cnet ed 
than our fair share in the defence of we 
and we may well be = ae tae 
position of strength in twelve mc 
that we can look back and say, “One ™* 
danger squarely met.” 
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BURNLEY BUILDING 
SOCIETY 


A CENTURY OF PROGRESS 


The annual meeting of the Society was 
»eld at Burnley on January 24th. | 
“Sir John H. Grey, J.P., the chairman, in 
the course of his speech, said: —Few institu- 
jons on attaining the distinguished age of 
100 years can review the past with greater 
‘son for satisfaction, or look forward to 
che future with more Cause for confidence, 
than the Burnley Building Society. It is 
consequently with all the more pride and 
pleasure that I — for your consideration 
ioday the one hundredth annual report and 
earement of accounts of your Society, which 
was established on November 8, 1850. 

There is a very considerable difference 
berween the total assets of £29,578,845 shown 
on our latest accounts and those at the end 
of the first financial year, which were £1,998. 
And yet, with all this difference in size, there 
is, I feel, very little change in the aims and 
ideals of the Society, and in many ways the 
path we are pursuing today is merely a 
continuation of that trodden by those few 
poneers to whose zeal and enthusiasm, and 
determination to see that the Society pro- 
gressed on the right lines, we owe so much, 

We repeat again our distribution of 2} 
per cent. to old series shareholders, 2% per 
cent. to new series shareholders (Class A) 
and 2} per cent. to new series shareholders 
(Class B). Results during the year have 
been rather better than was expected. In 
fact, our share department shows a record 
increase of £3,480,653 to £20,387,742. 

Deposit balances now stand at £7,490,146. 
Much of our balance represents genuine 

savings which have been built up over a 
period of years. There is now as great a 
need for individual saving as ever, and I 
cannot stress too strongly the urgency of 
this, both from the national and the personal 

peint of view. 


MORTGAGES 


On the mortgage side we have made 9,610 
advances to a total of £6,793,404. Repay- 
ments have not been quite so heavy as last 
year, and the net increase in our mortgage 
assets is £2,687,497. Altogether we have 
now 41,424 mortgage accounts, and the 
average amount owing is £619. During: the 
year we have continued our policy of lend- 
ng almost entirely to borrowers wishing to 
buy homes for their own occupation. 

The Government’s present policy of vir- 
wally refusing to allow the private builder 
to build houses for owner-occupiers is diffi- 
cult to understand, especially when we bear 
a mind that in the inter-war period private 
thterprise was responsible for providing a 
total of some 2,886,000 houses out of a total 
af 3,998,000. The need of the moment is 
for homes, and in not setting free the private 
builder to use his initiative and enterprise 


ne Covernment has failed to seize its oppor- 
ity, 


_ Our profit and loss account shows gross 
ne of £1,081,454. The amount of 
8.241 paid to shareholders represents 88 
Pet cent. of the net earnings. Total assets 
31 — at £29,578,845, an increase of 
128,056. Mortgages at £25,631,221 
‘present some 86 per cent. of the total 
— while investments, bank balance and 
. at _£3,788,669 represent a further 13 
scent. Our total reserves now reach a 
T of £1,335,701. 
one peSS ON to Our second century in the 
. on we, and other building societies, 
¥ be allowed to make an even more use- 
“jouitibution to the nation’s needs, and 
aoe determination to leave nothing 
an ‘0 ensure that our members in 
“. - hundred years’ time look back on 
hor La. With the same approval as we 
stow on the pioneers. 
report was adopted. 


ASSOCIATED MOTOR 
CYCLES LIMITED 


POPULARITY OF COMPANY’S 
PRODUCTS 


The twenty-second annual general meeting 
of Associated Motor Cycles Limited was held 
on January 22nd in London, Mr S. R. Hogg, 
the chairman, presiding. 


In the course of his speech, the chairman 
said: The total profit of the group, after 
taxation, is £178,334, compared with a figure 
of £135,354 for the preceding year. After 
bringing in the balance of undistributed profit 
brought forward—£207,110—there is a total 
available profit of £385,444. It is proposed 
that a final dividend of 15 per cent., less tax, 
be paid, making 20 per cent., less tax, for the 
year, as Compared with 17} per cent. 


It may cause some surprise to note that 
the company is able to work on what appears 
to be a reduced value of stock and work in 
progress, and I hasten to give an assurance, 
if such assurance be necessary, that your 
Board are fully conscious of the difficulties 
of obtaining raw materials and have taken 
every step to deal with the position and to 
maintain adequate stocks within the possi- 
bilities of the present situation. 


It will interest the shareholders to know 
that the total net assets of the group, apart 
from goodwill, now amount to a book value 
of £973,572, being nearly 34 times the com- 
pany’s issued share capital, even though the 
parent company alone has had to make pro- 
vision for the payment of approximately 4} 
times as much in taxation as it has distributed 
to the shareholders in net dividends. 


The book value of the fixed assets, apart 
from goodwill of the group of companies, 
after providing for depreciation, is £188,159. 
Your company has always adopted a con- 
servative policy as regarding depreciation and 
amortisation and this figure is, therefore, 
already well written down. The heavy bur- 
den of taxation makes it extremely difficult, 
if not almost impossible, for undertakings to 
set aside out of revenue the necessary sums 
for yearly replacement and development. 


NEW ACQUISITION 


I now have to report that as a result of 
negotiations which were commenced early in 
the year 1950 your company has acquired, on 
terms which your directors consider satis- 
factory, more than 95 per cent. of the issued 
share capital of the James Cycle Company 
Limited of Birmingham. 


During the year under review, costs of raw 
material and services continued to rise against 
us, but our improved efficiency with corres- 
ponding increased output has enabled us to 
absorb the increases in cost and show 
improved results without any increase in our 
own selling prices. In fact, the prices of our 
motor cycles remain at the same basic level 
as in September, 1947, an achievement of 
which I think we may be proud in view 
of the very substantial increase which has 

» occurred in all manufacturing costs in the 
past three years. 


The popularity of our Matchless, A.J.S. 
and Francis-Barnett motor cycles continues 
to increase in home and export markets and 
the demand remains substantially in excess 
of our manufacturing capacity. We have 
continued, in the national interest, to send a 
very high proportion of our motor cycles to 
the export markets. 

You will expect me to say something 
about future prospects. All I will venture to 
say is that in spite of all difficulties I hope 
to be able to present to you another satis- 
factory report at this time next year. 


The report was adopted. 
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BRITISH STEEL 
CONSTRUCTIONS 
(BIRMINGHAM) 


YEAR OF SUBSTANTIAL PROGRESS 


The fourteenth annual general meeting of 
British Steel Constructions (Birmingham), 
Limited, was held on January 18th at Bir- 
mingham, Mr Arthur H. Johnson, O.B.E., 
the chairman, presiding. 

The following is an extract from his circu- 
lated statement :— 

The past year has been one of substantial 
progress. Among the highlights, the settle- 
ment of the claim against the Ministry of 
Works must take precedence. Although the 
full amount of the claim was not met, I feel 
that the setthement for £77,500 may be re- 
garded as very satisfactory. 

During the year an arrangement was con- 
cluded with the Finance Corporation for 
Industry, Limited, whereby the corporation 
accepted 160,000 shares of 5s. each in settle- 
ment of the sum of £75,000 which was due 
to be paid on December 6, 1950, in respect 
of loans to Smiths Building Systems (Bir- 
mingham), Limited. 

_ As a result of the above settlements, the 
liquid position of the company was consider- 
ably improved, and with the cash which was 
available, supplemented by the proceeds of 
the recent issue for cash of 240,000 shares 
of 5s. each, we have been able to complete 
the arrangements for the discharge of the 
further loan and premium of £92,250 from 
the Finance Corporation for Industry, 
Limited, which was secured by a debenture 
on Granwood Flooring Company, Limited. 
The completion of all these arrangements 
will enable your board to proceed with the 
further steps required to provide permanent 
capital to replace the temporary capital so 
readily placed at their disposal by the com- 
pany’s bankers, and with this object in view 
you will be asked in due course to approve 
a proposal for the increase of the share 
capital of the company. 


THREE VITAL REQUIREMENTS PROVIDED 


We have assisted very considerably in the 
provision of three vital requirements of the 
nation, namely: (1) Houses for the people ; 
(2) Schools for the children ; (3) Exports for 
dollars. Since August, 1949, we have handed 
over for occupation no less than 600 houses, 
an achievement of which the company has 
reason to be proud. 

It is hoped that in the not too distant 
future we may be able to convince the appro- 
priate Government departments and other 
builders that the “Smith” system is the 
method by which it is possible to produce 
the extra houses which are so urgently re- 
quired in the minimum of time and at less 
cost than traditionally constructed houses. 

In the aggregate, the turnover of the com- 
pany was slightly under one and a-quarter 
million pounds, which showed an increase of 
approximately 10 per cent. over the preced- 
ing year, and the trading profits have 
increased by approximately 20 per cent., and 
this net profit represents approximately 10 
per cent. on the average capital employed in 
the business. 


CURRENT YEAR'S GOOD OUTLOOK 


We have reason to believe that the results 
of the current year will show some improve- 
ment over the past year. We already have 
firm contracts for more than 600 houses, and 
several local authorities have intimated to us 
that they will require us to build further 
houses for them during 1951. In addition, 
the volume of orders on hand for steelwork, 
flooring and heating equipment is larger than 
at any time previous. 

The report and accounts were adopted. 
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THE BANK OF 
AUSTRALASIA 


THE HON G. C. GIBBS ON THE 
MERGER PROPOSALS 


The one hundred and seventeenth annual 
general meeting of The Bank of Australasia 
was held on January 18th in London. 

The Hon. G. C. Gibbs, C.M.G., the 
Chairman, presided and, in the course of his 
speech, said: Our balance sheet total has 
now reached £171,000,000, a 25 per cent 
increase over last year’s total. Current, 
deposit, and other accounts show the very 
large increase of nearly £30,000,000. There 
is an increase of £15,500,000 in the special 
account with the Commonwealth Bank of 
Australia, which arises from a partial freezing 
of our increased deposits in Australia, and 
carries interest at the rate of half per cent. 
per annum. If, in order to meet the essential 
needs of our customers, we have to borrow 
from the Commonwealth Bank the rate of 
interest charged is 34 per cent. per annum. 

Our advances to customers have risen by 
nearly £6,000,000 in spite of our following 
closely the policy of the Commonwealth Bank 
of Australia in regard to advances. 

There is also a noteworthy rise of £400,000 
or 40 per cent. in bank premises and sites. 
We have been able to increase the final 
dividend for the year from 5} per cent. to 
6} per cent., making 10 per cent. for the 
year compared with the 9 per cent. we have 
paid for the past few years. 


THE PROJECTED MERGER 


I now wish to refer to the proposed merger 
of The Bank of Australasia and The Union 
Bank of Australia, Ltd. 

I would first like to tell you the objects 
the directors of the two banks have had in 
mind in planning the merger, which they 
are convinced is in the best interests of 
both shareholders and customers. The for- 
mation of a larger and, therefore, an even 
stronger bank possessing highly organised 
international connections will create an 
organisation particularly well equipped to 
meet the future requirements of expanding 
trade and industry and to provide still more 
comprehensive and competitive banking ser- 
vices for the Australian and New Zealand 
communities. The banking facilities which 
the new bank will be able to offer its cus- 
tomers will be more widespread than either 
your bank or the Union Bank would be 
capable of providing, while the existing policy 
of the two banks in openi branches in 
growing areas will be capable of acceleration. 


SCHEME OUTLINED 

I would like to take this opportunity of 
outlining to you the scheme by which your 
directors and the directors of the Union 
Bank propose to carry the merger into effect. 

First of all, I would tell you that the name 
of the new bank is to be “Australia and New 
Zealand Bank, Limited.” 

It is proposed that the Australia and New 
Zealand Bank, Limited, shall have an 
authorised capital of £17,000,000 divided 
inte 8,500,000 shares of £2 each, credited as 
£1 paid. The paid up capital of the new 
bank will, therefore, be equal to the aggre- 
gate of the paid up capital of the two merging 
banks and, before the shares in the new bank 
are allotted and issued to you and to the 
Union Bank shareholders, the uncalled 
liability of £1 per share will be converted 
into reserve liability. 

It is therefore proposed that each pro- 
prietor of The Bank of Australasia will 
receive five shares of the new bank of £2 
each, £1 paid, for each £5 share held by 
him in Bank of Australasia and each 
Union Bank shareholder will receive simi- 
tr five a" ages of a Ore bank of 

2 each, » in exc ‘or ev 
Union Bank share of £15 each, £5 paid, held. 
The report was adopted. 


UNION BANK OF 
AUSTRALIA LIMITED 


ALL ROUND INCREASE IN BUSINESS 


The 113th annual general meeting of the 
Union Bank of Australia Limited, was held 
in London on January 18th. ; 

Colonel A. T. Maxwell, the chairman, in 
the course of his speech, said: The balance 
sheet totals are again eh greater 
than those for the previous year. The item 
deposits, bills payable, etc., shows a remark- 
sie Soeonnes of £28,500,000, which is a re- 
flection not only of all-round increase in our 
business, but also of the increased amount 
of activity in Australia and New Zealand. 

Turning now to the assets side, the move- 
ment in the total of coin, bullion, notes and 
cash at bankers has been moderate despite 
the large increase in deposits. On the other 
hand, the special deposit with the Common- 
wealth Bank at £47,892,000 is £15,500,000 
highe: than a year ago, and results from a 

tial freezing of the increased assets arising 
con the upward movement in deposits in 
Australia. The requirements of our cus- 
tomers have led to an increase of some 
£10,000,000 in our advances. 


PROJECTED MERGER WITH THE BANK OF 
AUSTRALASIA 

I now refer to the proposed merger. To- 
day the Union Bank and the Bank of Aus- 
tralasia are issuing circulars to their share- 
holders advising them of a scheme of 
arrangement and amalgamation under the 
English Companies Act which is to be pre- 
sented for the merger of these two concerns 
into a new bank. 

The name of the new bank is to be “ Aus- 
tralia and New Zealand Bank Limited.” It 
is proposed that the Australia and New 
Zealand Bank Limited, shall have an 
authorised capital of £17,000,000 divided into 
8,500,000 shares of {2 each, credited as £1 
paid. The paid-up capital of the new bank 
will, therefore, be equal to the aggregate of 
the paid-up capital of the rwo merging banks, 
and before the shares in the new bank are 
allotted and issued to you and to the Bank of 
Australasia shareholders, the uncalled liability 
of £1 per share will be converted into reserve 
liability. 

It is proposed that each Union Bank share- 
holder will receive five shares of the new bank 
of £2 each, £1 paid, for every Union share 
of £15 each, £5 paid, held by him, and each 
Australasia shareholder will similarly receive 
five such shares of the new bank in exchange 
for each £5 share held by him in the Bank 
of Australasia. 

Mectings of the shareholders and of the 
two banks will be held on February 16th to 
consider the scheme. If it is approved, it 
will then have to be submitted to the English 
Court for its sanction. If these requirements 
are fulfilled, the scheme will become binding 
on the two banks and their shareholders, the 
new bank will be incorporated and your 
directors will appoint a nominee to transfer 
your shares to the new bank in exchange for 
the shares in the new bank which are to be 
issued to you. You will then receive share 
Certificates in the new bank in exchange for 
the surrender of the share certificates you 
— hold. 

© complete the t, the assets and 
liabilities of the Union Bank and of the Bank 
of Australasia will be transferred to the new 
bank, which will carry on the combined 
businesses and in due course the two exist- 
‘ng banks will be dissolved. 

The directors of the two banks have given 
assurances to their staffs that there will be 
fair and equal treatment with regard to 
salaries and emoluments, opportunities and 
appointments, and that their pension rights 
and continuity of employment will be pre- 
The report and accounts were adopted. 
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HAWKER SIDDELEY 


GROUP LIMITED 


SHADOW OF WORLD-WipE 


CATASTROPHE 


MR T. O. M. SOPWITH’S Views 


The fifteenth annual general meeting d 
Hawker Siddeley Group Limited was jaij 


on January 24th in London. 
Mr T. O 


. M. Sopwith, C.B.E. (the chair. 


man), in the course of his speech said that 
although there had been a decline in expor 
turnover their. overseas business had never. 
theless remained at a substantial level anj 
the financial results of the year 1949/50 wer: 
he hoped shareholders would agree, satisfx. 


tory. 
it was still’ the intention of the 


board, 


when permission could be obtained, to make 
their issued capital more realistic by the 
capitalisation of a portion of their reserves 
The board were again recommending a finy 
ordinary dividend of 17} per cent., making 


324 per cent. for the year. 


GENERAL SURVEY 


The chairman continued : In these days we 
are living under the shadow of a world-wide 


catastrophe. 


If the situation deteriorate 


—and it may deteriorate rapidly—are we a 


a nation and 


onwealth prepared? Have 


the R.A.F. and the Commonwealth aid forces 
the defensive strength they require to pre- 
serve the security and freedom of our peoples? 
We believe the answer is no. We look across 


the ocean and see our great ally, the 


United 


States, girding its vast production . machine 
to the preservation of peace. Without violat- 
ing security details we know that similarly 
here in Western Europe, his Majesty's 


Government and the governments 
allies have planned major increases 


of our 
in our 


fighting strength Big programmes are under 


consideration 


But, remembering the lessons of the last 


war, we plead the case for urgency, 


for an 


expedition of plans and orders, because we 
know that aircraft in sufficient numbets 


cannot be built overnight. 


As a group we 


have done everything that we humanly cin 
do to put ourselves in readiness for the 


rearmament programme. 


In _ collaboration 


with the Government, we have developed 
new and revolutionary types of aircraft and 
engines, mary of which are still on the secret 
list. Many new and advanced types of mil- 
tary aircraft are in various stages of develop- 
ment and production throughout the group 
Your group has maintained its leading pos- 
i d 


tion in " - 
development of aircraft, including 
and guided missiles. 


MANAGEMENT AND LABOUR 


of advanced scientific 


rockets 


Within the period under review there wert 


38,000 employees in your group. 


Without 


any doubt, the strengthening of our labou 
force with the rapidly increasing requift 
ments of the rearmament programme is goilg 
oe na a matter of serious concern to youl 


At the peak of our production in the as 
war we emotes over 100,000 people, mes 


and women. 


e¢ and when we are goule 


to even a similar sized labour force of 


similar calibre is a very 


ressing problem 


that must be faced, not by yout group 


but by the Government. 


e feel the time 


is rapidly hing when direction ) 
pag rearmament industry must 
be envi 


We of the Hawker Siddeley aw fo 
rig abet ay our full part in ther 
of pala dhe "Camanonwealth and Wester 


E . But we believe the tme 
ts toca. 
The report was adopted. 
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.RTHUR GUINNESS, SON 
ND) COMPANY, LiMiTED 
HIGH SALES LEVEL MAINTAINED 
JHE EARL OF IVEAGH’S SPEECH 


The annual genera! meeting of Arthur 
Guinness, Son and Company, Limited, was 
held on jousts at Park Royal Brewery, 
London, N.W.10. 

Livne Earl of Iveagh, C.B., C.M.G. (the 
harman), who presided, said : — . ‘ 

Ladies and Gentlemen, I have again this 
eat circulated my comments and explana- 
jons with the anaual report and I hope that 
this has assisted you in studying the results 
{ the past financial year, The results are 
sych as you have good reason to accept with 

isfaction ; for I must once again emphasise 
that we are in difficult trading times. We 
nave so far succeeded in maintaining a high 

vel of sales rather against the general run 

f beer sales ; but costs have remained high, 
too high. It is disappointing to see hard won 

conomies so easily and so often submerged 

nder a flood of rising prices. We have, 
indeed, this past year had as good sales 
iwures as we have ever had, and we have 

s) far just maintained the course that we 

ad marked out for the present year. I am 
lelid to think that we have such a large 
number of loyal allies in our efforts ; there 
cover 10,000 firms that bottle and distribute 
pur product and there are throughout the 
orld something like 250,000 retail outlets 
n0 supply the discerning person w.th his 
winness, To all these bottlers, wholesalers 
und licensees I tender your and my thanks. 
It has always been our policy that their efforts 
should be profitable to themselves, as well as 
0 ourselves ; and I believe we succeed in 
jiaming that object. Owning no licensed 
premises of our own, we can take a somewhat 
dispassionate view in the controversy that 
has been so unnecessarily and so illogi lly 
aised by some over the “ tied house”; and 
1 would like to say here and now that 
vinness receives everywhere as fair and 
tady co-operation from the brewer-owned 
house as from what is usually called the 
tee House—-and more neither we nor the 
public could ask. 


BOARD'S DIVIDEND POLICY 


Before I leave the question of our results 
would like to refer to the increased dis- 
bution which was made this year. Your 
board has a long tradition of prudence and 
auuion in its dividend policy, and this year’s 
pecision was not reached without a careful 
ighing of the future so far as we could see 
I, as well as of the immediate past. But I 
must Warn you that you must not assume 
mat We can necessarily this year or every 
‘ar maintain the new level of dividend. 
he very fact that the distribution is shown 
s part dividend, part bonus emphasises the 
ement of uncertainty. The shareholders 
il, I feel sure, approve the innovation we 
mde this year in also making available to 
hese actively employed in the business some 
part Of the profits in the making of which 
¥ had collaborated. You have a fine staff 
‘fine labour forces in both countries and 
i Board was glad to be able to give practical 
Po of their appreciation of their work. 
am glad to say that the various capital 
ks that we have had in hand for some 
: for the modernisation and stream- 
ung of our great breweries in both 
nines have made such good progress, that 
may hope that the completion will not 
‘ously affected by the inevitable and 
ie Pet diversion of materials to the 
Our eemament programme. 
© ted efforts overseas continue unceasingly 
with some success. There is, however, 
—— yet to go. During the past year 
ae 4 Sathered together under our own 
on arrangements for dealing with our 
wr and we have already, by this means, 
Considerable economies in operation. 


in America we are still, inevitably, in the 
season of ploughing ; the harvest is not yet. 
RETIREMENT OF EXECUTIVES 

We have again had the sadness during 
the year of bidding goodbye to some who 
have been with us a very long time. I am, 
indeed, sorry to say that Mr Carlyle, who 
had been with the company since 1902 and 
a director for the last 11 years, has proceeded 
on leave pending retirement. I cannot over- 
state what the Board owes to him, experi- 
enced, wise and calm as he has always shown 
fimself. Three of our Regional Trade 
Managers in Great Britain have ended their 
active work with us, Mr Wilmot from New- 
castle, Mr Smith from Birmingham, Mr 
Cordner from Bristol ; as well as Mr Mortier 
who had been in charge of the Traffic 
Department in Dublin. They have all given 
great service to the company and I hope that 
they will have many years to enjoy the 
leisure that they have earned. 

CHANGED DATE OF MEETING 


During the last two vears it has’ been 
found that the holding of our annual general 
meeting before Christmas allows too little 
time in which to prepare our accounts in 
the manner required by the Companies Act, 
and give the requisite notice of the meeting ; 
and, accordingly, we propose in future to 
hold the annual meeting in January of each 
year. This time we made special arrange- 
ments by declaring an exceptional interim 
dividend to secure that the dividends should 
be paid before Christmas, but this practice 
cannot normally be followed ; and the final 
dividend will, in future, be paid in mid- 
oy after the annual meeting has been 
held. 

The report and accounts were unanimously 
adopted. 

The other formal business having been 
duly transacted, the proceedings terminated 
with a cordial vote of thanks to the chairman, 
directors, staff and workpeople, 


STEEL COMPANY OF 
WALES 


SATISFACTORY FINANCIAL RESULTS 


STEADY PROGRESS OF 
DEVELOPMENT 


RAW MATERIAL POSITION 


The annual general meeting of the Steel 
Company of Wales Limited will be held on 
February 8th in London. 

The following is the statement by Mr E. 
H. Lever (the chairman) which has been 
circulated with the report and accounts for 
the year ended September 30, 1950:— 

The accounts which are now presented 
show the results of the third year of the com- 
pany’s trading and a further year’s expendi- 
ture on the development scheme. 


PROFIT FOR THE YEAR ENDED 
SEPTEMBER 30, 1950 

The trading profit of the company and its 
subsidiaries—which amounted to {2,412,323 
—was £298,458 higher than that for the pre- 
vious year. This year the trading profit 
included an amount of £50,000 arising from 
appreciation of stock values, compared with 

250,000 in the previous year. It should be 
borne in mind that any important reduction 
in value of the company’s principal stocks 
would adversely affect the profits of the year 
in which it occurred. 

The satisfactory financial results achieved 
‘this year have again been advantageously 
affected by the increased outputs from the 
works transferred from the founder com- 
panies, notwithstanding the major develop- 


ments and reorganisation which, at the same 
time, were being carried out at certain of 
the. works. Substantial profits were again 
realised on products sold abroad. 
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INTEREST, DEPRECIATION AND TAXATION 

The charge for interest on moneys bor- 
rowed to finance the development scheme 
continues © increase and amounted to 
£953,445 for the year under review, com- 
pared with £486,534 in the previous year. 
The whole of this interest has been charged 
against the profit for the year. 

Provision has been made for depreciation 
on the works transferred from the founder 
companies and on such small sections of the 
new plant as have been brought into produc- 
tion. 

It is still unnecessary to make any specific 
provision for taxation as it is computed that 
by reason of initial allowances on new capital 
expenditure there is no liability for taxation 
on the profits to date. This immediate relief 
will be offset by relatively greater liability 
for tax in subsequent years. 

It is considered advisable to carry forward 
in the profit and loss account the balance of 
profit available after paying the restricted 
dividend of 4 per cent. for the year. The 
balance so carried forwatd now amounts to 
£1,451,512, an imcrease of £457,457. 


DEVELOPMENT SCHEME—PROGRESS AND 
FINANCE 


The accounts show that at September 30, 
1950, the expenditure sanctioned by the 
board on the company’s development scheme 
amounted to approximately £63 million and 
up to date £41,350,011 of this had been 
incurred. 

The rate of engineering progress continues 
to be satisfactory. Since the end of the 
financial year one of the new blast furnaces 
and the slabbing mill have commenced pro- 
duction. It is anticipated that most of the 
remaining plant included in the development 
scheme will commence operating during the 
current financial year. 

The planned operation of the company’s 
plants and the financial results will depend 
very largely upon the ability of the authori- 
ties to solve the urgent problem of the 
scarcity of raw materials, in particular the 
prospective acute shortage of coal. 

Largely owing to increases in rates of 
wages and cost of materials, but partly to 
changes in design and alterations to plant, 
the total cost of the new developments will 
be appreciably higher than originally esti- 
mated. 

Arrangements for raising the additional 
cash required were well in hand at the time 
of the announcement of the formation of the 
Iron and Steel Corporation of Great Britain 
and of the vesting date. These latter events 
have naturally brought to an end the possi- 
bility of securing finance through normal 
channels and the necessity of providing the 
required money has been reported to the new 
corporation. 

In addition to the finance required to com- 
plete the work already in hand a substantial 
amount of money is likely to be required 
over the next few years for further develop- 
ments. The nature and form of such further 
developments have been receiving the close 
attention of your directors and of their expert 
advisers. 

NATIONALISATION 

The Minister of Supply, by Order dated 
October 9, 1950, has fixed February 15, 1951, 
as the vesting date under the Iron and Steel 
Act, 1949. Accordingly, unless this date is 
changed, the ownership of the ordinary 
shares of the company will pass on that date, 
either directly or indirectly, to the Iron and 
Steel Corporation of Great Britain. 

In any event the 3 per cent. first mortgage 
debenture stock 1952-57 will not vest in the 
Corporation as this stock is not included in 
the securities to be transferred under the 


Act. 
PERSONAL 

The achievements of the company during 
the past year would not have been possible 
without the loyal co-operation and efficiency 
of the executives and employees of every 
grade and the directors desire to record their 
appreciation to all concerned. 


\ 
& 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


([neor porated in the Colony o} Hong Kong) 
The Liability of Meosbers is limited to the extent and in manner prescribed by Ordinance No. + 
of 1929 of the Colony 

CAPITAL ISSUED AND FULLY PAID UP . * : 
RESERVE FUNDS STERLING .- - - - - - 
RESERVE LIABILITY OF MEMBERS - . ° ‘ é - $20,000,000 
Head Office: HONG KONG 

CHAIRMAN AND CHIEF MANAGER: HON. SIR ARTHUR MORSE, C.B.E. 

London : Gracechurch €. 
London Managers: S. A. Gray, A. M. Duncan Wallace, H. A. Mabey 


BRANCHES 
BURMA CHINA (Con. INDIA MALAYA (Con. NORTH 
























Rangoon Shaagha: Bombay Kuala Lumpur BORNEO (Con.) 
CEYLON Swatow Calcutta Malacca Sandskan 
Ovlombo Tientsin INDO-OHINA Muar a 
Tsingtao Penang PHILIPPIN BS 
*amoy DJAWA (JAVA) Singapore Hoito 
*Canto Djakarta Singapore Manila 


Surabaija , 
*Daireo EUROPE Tokyo —_ Pataa 
*Foochow Harobury Yokohama Ansox UNITED 
*Haskow Lyons MALAYA NORTH KINGDOM 
*Harbin HONG KONG Cameron BORNEO 
*Moukden Hi Koag Highland Brunel Town USA, 
“Nanking Kow Ipoh Jessel New York 

Peking Mongkok Johore Bahru Koala Belait San Fraaciaco 


preseat not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by tbe Baok's Truste: 


Companies to 
HONG KONG LONDON SINGAPORE 








UNIVERSITY OF CAMBRIDGE 


UNIVERSITY LECTURESHIPS AND UNIVERSITY ASSISTANT 
LECTURESHIPS IN ECONOMICS 

The Appointments Committee of the Faculty of Economics and 
Politics give notice that they hope to appoint several University 
Lecturers and University Assistant Lecturers in Economics to take 
office from October 1, 1951. The appointments will be subject to the 
Statutes and Ordinances of the University. Further particulars can 
be obtained from the Secretary of the ro. the Marshall Library, 
Downing Street, Cambridge, to whom appl ations should be sent 
to reach her not later than February 24th. i 

Bight copies of the application should be sent, and, if so desired, 
at least ons copy of any published work or unpublished writings. 
Testimonials are not required, but a candidate should give the names 
of two persons to whom reference can be made. 


y se Civil Service Commissioners invite applications for pensionable 
a See as Professional Accountants in the Home Civil 
ervice. 

Candidates must be at least 25 and under 35 years of age on 
August 1, 1950, with extension for regular service in H.M. Forces. 

ndidates must have had wide professional experience and be 
members of one of the following bodies— 

Institute of Chartered Accountanis in England and Wales. 

Society of Incorporated Accountants and Auditors. 

Society of Accountants in Edinburgh. 

Institute of Accountants and Actuaries in Glasgow. 

Society of Accountants in Aberdeen. 

Institute of Chartered Accountants in Ireland. 

Association of Certified and Corporate Accountants. 

The London salary scale for men is £600 x £25—£750. Men aged 30 
or over start at £600. Lower starting salary for younger entrants, 
from £475 at age 25. Provision for special increases on completion of 
—- The rates for women and for posts in the Provinces will 

somewhat lower. 

Particulars and spetication forms from Secretary, Civil Service 
Commission, 6, Burlington Gardens, London, W.1, quoting No, 3436: 
completed application forms must reach him by February 15, 1951. 

















Cu Accountant required for large group of old-established 
companies in N.E. London. University education preferred. Must 
be Chartered Accountant with practical experience as company 
accountant in financial, cost and consolidated accounts. Wide general 
commercial experience necessary. Position offers opportunities of 
advancement, and only first-class applicants should apply. Com- 
mencing salary not less than £1,500 per annum.—Apply Box 564. 





Cu MEDICAL STATISTICIAN in the General Register Office. 

The Civil Service Commissioners will shortly be filling this post 

— the retirement of Dr Percy Stocks. ose wishing to be 

Cons vee oot on as momen eters. —_ knowledge 
medi n rience appropr . 

of mepdical = pe Ppropriate to the post. Salary 
Full particulars and application forms from Secretary, 

Commision, Burlington Gardens, London, W.1, mila ler bot 

Completed application forms must reach him by Sebeaey 23, 1951. 


N° Capital Depreciation and a return of 2} per cent. (income tax 
by 





paid by the Society) are the terms off f > 
ne a eae ty) ered for Share Investments 


r and Walham G 
for Leaflet F to 110-112, Kings Road, "Che —a. " 


FP RAMA STOR. French, Ge cs Graduate. 


rman, Spanish. Economi 
Journalistic experience. Seeks iti com . 
ian, MOG Oe pektention-tea Ms Cereal Organon 


T EADING oi: company requires in London, Hons, ree 
(economics) age 2630. with some business ee 
central department servin neral management. 


Chelsea, S. 





scope for initiative. Salary accord- 
tions.—Full particulars in writing 6 
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LONDON OFFICES: 37, Nicholas tane, £.C.4; and 
18/20, Regent Street, Piccadilly Circus, W.1, 


Every description of Banking Service undertaken 


HOUBLON-NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite icati 
for Fellowships or Grants in aid of research into the oy 
financial and business institutions in Great Britain and elsevies 
and the economic conditions affecting them. 

Apart from exceptional cases, awards will be confined to British. 
born subjects normally resident in the United Kingdom and will (aks 
effect from October 1, 1951. Fellowships will be awarded for one year 
renewable for a second year; and the amount of all awards yilj 
depend upon the circumstances of the candidate and the likely 
expenses of his work. 

Applications should be made not later than the 3ist March ani 
forms of application may be obtained from the Secretary of the 
Fund (W. M. Allen), c/o the Bank of England, London. EC2 | 


. M. N. Sec 
January 5, 1951. Ww ALLEN, Secretary, 


UNIVERSITY OF BELFAST | 


Applications are invited for Two Lectureshi ies j 

The aeen’s University a Belfast ps in Economics in 
) ary y to £1,150, (IT) salary £550 by £50 

on certain conditions being satisfied, to £1,160. Bot ponte bare oo 

tributory pension under the F.S.S.U. Initial placing on the scales 

will depend on aettienae and qualifications. Applications should te 


received by April 2, 1951. Particulars from G. R. Cowie, M.A., LLB, 
Secretary. 








Tas Civil Service Commissioners invite applications for appoiat- 
ments as Senior Scientific Officer and Scientific Officer to » 
filled by competitive interview during 1951. Interviews will begiv 
in January and will continue throughout the year, but a closing date 
for the receipt of applications earlier than December, 195i, may 
eventually be announced. Successful candidates may be appointed 
immediately. The posts are in yarious Government Departmenis 
and cover a wide range of scientific research and development in most 
of the major fields of fundamental and applied science. Candidates 
must have obtained a university de th first or second clas 
honours in a scientific subject (including engineering) or in Math 
matics, or an equivalent qualication, or possess high professional 
attainments. Candidates for Senior Scientific Officer posts must in 
addition have had at least three years’ t-graduate or other 
approved experience. Candidates for Scientific r posts taking 
their degrees in 1951 may be admitted to compete before the result 
of their degree examination is known. 

Age Limits: For Senior Scientific Officers, at least 26 and under 
31 on August 1, 1951; for Scientific Officers, at least 21 and under % 
(or under 31 for established civil servants of the Experimental Officer 
class) on August 1, 1951,. Salary Scales for men in London, Seal 
Scientific Officers, £700 x ; Scientific Officers £400 x £25—f60). 
Rates for women are somewhat lower. 

Further particulars from the Civil Service Commission, Scientife 
Branch, Trinidad House, Old Burlington Street, London, W.1, quoting 


————_________. —_— 
— 


[URWICK. ORR AND PARTNERS LTD., Consulting Specialisis 0 
Organisation and ement, are appointing an additioul 
Consultant to their Marketing and Selling Division. Applicants mat 
satisfy the following requirements: 
1. University degree or equivalent professional qualification. 

2. Considerable experience as a senior executive in Sales # 
Merchandise Mana t; or in Marketing. 
3. Breadth of outlook and interest in contemporary affairs. 
The appoirtment offers considerable scope in a particularly interes: 
ing type of work. Applications should be addressed in writing to the 
Company's Offices, 7, Park Lane, London, W.1, quoting Referent: 


Cerereieineenecncnmieemine ae 
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E Organising Committee of CO-OWNERSHIP IN INDUSTRI 
T have planned a CO CE, to be held February 9th to lit 
in the Bishop Partridge li, Church House, Westminster. 
invite those who support the principle of Co-Ownership to write 
tickets to the Secretary of Co-Ownership, 11, Suffolt 
Street, Pall Mall, 8.W.1. Price of ticket for Conferen™ 
including buffet supper, on Friday evening, 15s. 














ESEARCH ASSISTANT uired months to assist 
writing the official history % of See’ aavualal institution. > 
training and considera’ resourcefulness required. ening 
ment of good someete would be considered.—W' 
Box c/o Ltd., 








ble 
salary required, to Charlies Barker & Sons, 
Budge Row, London, E.C.4, sp 


ene 





XPERIENCED Chartered Patent Agent offers services # 
consultant and adviser to financier(s) nterested in seeking out 
and Stes meritorious inventions for which 


—_— 





PaMation bulletins, Journals of Societies or Institution 





Hage Tn a i Batali, Sal ol 


Newsrarer, L10» 
6.—Satutday, January 27, 1951 
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